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Introducing  U.Fund," 
a  new  tax-advantaged  way 
to  invest  for  college. 


A  Program  of  the  Massachusetts  Educational  Financing  Authority.  Managed  by  Fidelity  Investments* 

Available  to  residents  of  all  states. 


Account  Application 


U.Fund  College  Investing  Plan'" 

The  only  securities  held  in  this  brokerage  account  will  be  units  of  interest  in  one  of  the  investment 
portfolios  of  the  VJund.  The  investment  objective  of  this  account  is  to  seek  capital  appreciation  with  reasonable 
preservation  of  principal,  consistent  with  the  age  of  the  beneficiary.  Please  print  your  information  in  ink  and  return  your 
completed  application  to  us  in  the  enclosed  pre-paid  envelope.  Please  send  a  separate  check  for  each  account  you  open. 
For  help  completing  tliis  application,  call  us  at  1-800-544-2776.  Joint  accounts,  trusts  and  corporations  are  not  ehgible  to  open 
an  account. 

Fidelity  Investments 
U.Fund  College  Investing  Plan 
PO.  Box  770001 
Cincinnati,  OH  45277-0015 

To  establish  an  account,  please  fill  out  this  application  completely.  An  incomplete  application  will  delay  processing. 


1 :  information  we  need  to  estabiisli  your  account 


Your  name  and  address: 

Participant  Name  (first,  Ml,  last): 


Social  Security  or  i  1 1  1 1  1      i  1  r  |  1 1  1 1  1 

TiupayerlD  Number:         |  |i  ||  i  -  |  ||  ,  "  _  ^  " 


Date  of  Birth 
(month/day/year) 


1 

Participant  Permanent  Street  Address  (no  RO.  Boxes): 


City: 


State:     Zip  Code: 


Evening  Phone: 
(  ) 


Participant  Mailing  Address  (if  different  fi-om  above): 


City: 


State: 


Zip  Code: 


Daytime  Phone: 
(  ) 


Citizenship  (Non-resident  aliens  are  not  eligible  , 

to  participate  in  the  program.):  I  I  U.S.  Citizen 


Employment  Stams: 


□ 


Employed 


□  Resident  Alien 
Not  employed 


□ 


Retired 


Occupation  (If  retired  or  not  employed,  indicate 
source  of  income) : 


Employer  and 
Employer's  Address: 


Affiliations: 

•  Are  you  affiliated  widi  or  employed  by  a  stock 
exchange  or  member  firm  of  an  exchange  or  the 
NASD*,  by  Fidelity  or  by  a  municipal  securities 
dealer  or  broker? 

•  Are  you  a       director,  I  1 10%  shareholder,  or 

I    I  policy-making  executive  of  a  pubfic  company? 


If  yes,  Company 


If  yes.  Company  

Trading  symbol 


*If  yes,  you  must  include  a  letter  of  account  approval  from  your  Compliance  Officer  vtith  your  account  application  and  indicate  your  employer's  company  name  and  address  above.  Notification  of  your 
intent  to  open  an  account  will  be  sent  to  your  employer  in  accordance  with  the  current  regulations. 


2:  Beneficiary  information  (required  to  set  up  account) 


Beneficiary  Name  (first,  MI,  last): 


Beneficiary  Social  Security  Number: 


-□□□u 


Beneficiary  Date  of  Birth  (month/day/year): 

UU-UU-UULjU 


Beneficiary  State  of  Residence: 


Citizenship  (Non-resident  aliens  are  not  eligible  i — i  i — i 
to  participate  In  the  program.):  I  I  U.S.  Citizen  I  I 


Resident  Alien 


Optional:  Relationship  to  Your  Beneficiary  (No  relationship  required): 

Parent  Grandparent  Other  Relative  Other 


3:  Indicate  how  you  will  fund  your  new  account 


The  minimum  initial  deposit  required  to  open  this  account  is  $1,000  unless  you  establish  FideUt\  Automatic  Account  Builder®  (FAAB)  and  then  die 
minimum  is  $50  per  month  or  Si 50  per  quarter.  To  open  a  new  account,  you  need  to  provide  a  check  along  with  your  account  appUcation  unless  you 
are  transferring  hmds  from  another  Fideht\  account.  Fidelity  does  not  accept  cash,  third  part\.  foreign  or  traveler's  checks.  FideUt\  has  the  right  to  reject 
specific  purchases.  Check  boxes  that  apply. 


I've  enclosed  a  check  for  $ 


made  payable  to  Fidelit)  Brokerage  Serv  ices,  Inc. 


If  you  have  a  Fidelit)'  Investments  brokerage  or  mutual  fund  account,  you  may  choose  the  following  options: 

I  instruct  vou  to: 


Sell  (liquidate)  S_ 


(dollar  amount)  from  my  core  account  in  my  Fideht\  brokerage  account  number 


 -  .  Transfers  of  securities  or  mutual  hinds  cannot  be  accepted.  Fidelit\  can  only  hquidate  funds  from  your  core 

account.  Fideht\  cannot  hquidate  securitv'  positions  to  open  your  account. 


Sell  (hquidate) 
mutual  fund 


(shares)  or  S_ 


.(dollars)  and  transfer  the  proceeds  from  the  following  Fideht\' 
 (fund  name).  Mv  account 


number  is  .  Fideht)  mutual  funds  will  be  sold  and  will  be  subject  to  any  applicable  trading  fees  as  is  specified 

in  the  fund  s  prospectus. 

We  require  100%  of  a  trade's  value  in  a  new  account.  Registrations  on  your  account  must  be  identical  to  your  U.Fund  account.  If  they  are  not.  attach  a 
letter  of  authorization  signed  by  all  original  account  ow  ners  or  have  joint  Fidehtv  account  owners  sign  below.  Fidelitv  requires  all  joint  account  holder 
signatures  before  any  funds  can  be  transferred  to  open  your  L  Fund  account. 


SIGNATURE  OF  JOINT  ACCOUNT  O^^ER  (if  apphcable) 


Date  (month,  dav,  vear) 


4:  Fidelity  Automatic  Account  Builder®  ("FAAB") 


FAAB  allows  you  to  set  up  monthly  or  quarterly  transfers  from  your  bank  account  to  your  I'.Fund  brokerage  account.  Passbook  savings  accounts  are  not 
eUgible.  Please  note  that  money  will  be  transferred  from  your  bank  account  prior  to  the  settlement  of  your  investment  in  the  portfoho.  The  amount  trans- 
ferred will  be  used  to  settle  all  periodic  investments  for  that  day  Please  refer  to  the  I'.Fund  Fact  Kit  for  any  apphcable  investment  minimums. 


Yes,  by  checking  this  box      ,  I  wish  to  estabfish  FA^B  (if  chosen,  please  complete  the  additional  information  below  and  read  the  "For  FA^B  Customers 
Only "  portion  of  Section  6).  Please  attach  a  voided  check  or  non-passbook  savings  deposit  slip  from  your  bank  to  this  application. 
Note:  One  common  name  must  appear  on  both  your  bank  account  and  L  .Fund  brokerage  account.  ~ 

£ 

•  Choose  frequency  of  investments: 

Monthly  ($50  minimum)         Quarterly  (SI 50  minimum) 

Quarterly  investments  will  be  made  in  March.  June,  September  and  December, 
unless  you  call  to  specif)'  otherwise. 

•  Indicate  the  date  on  which  you  want  regular  investments  to  occur:  

If  no  date  is  indicated,  investments  will  he  made  on  the  20th. 

•  Indicate  dollar  amount  of  automatic  transfer:  S  .  If  no  amount  is  indicated,  $50  automatic  monthly  transfers  will  be  made.  ■* 

•  Please  allow  approximately  30  days  for  the  first  transfer. 


Please  note  that  you  must  send  in  an  initial  deposit  even  if  you  are  signing  up  for  FAAB,  unless  you  are  liquidating  assets  from  an  existing 
Fidelitv  account. 


JOINT  B.\NK  ACCOUNT  0\SAER  (if  apphcable) 

•  I  hereby  authorize  and  request  Fidelitv  to  secure  pavment  of  the  amount  indicated  above  to  be  invested  by  the  participant  by  initialing  debit  entries  to  the  account  indi- 
cated in  the  bank  named  above  ("B.WK"  ).  and  I  authorize  and  request  the  B.\.\K  to  accept  any  such  debit  entries  initiated  by  Fidelity  to  such  account  and  to  credit,  as 
requested,  the  same  to  the  participant's  Fidelity  account,  without  ;uiy  further  authorization  relating  hereto.  I  hereby  ratifv  any  instructions  given  pursuant  to  this  autho- 
rization and  agree  that  Fidelitv  will  not  be  liable  for  any  loss,  liability,  cost  or  expense  for  acting  upon  such  instructions. 


VOID 


1iaOD5D10  5017711=:; 


SIGNATI  KE  OF  JOINT  BANK  ACCOUNT  OW^ER  (if  apphcable) 


Date  (month,  day.  year) 


o 


5:  Indicate  if  you  want  to  send  a  duplicate  statement  to  an  interested  party 


Pleiise  choose  whether  you  would  like  ;inother  individual  to  receive  duphcate  confirms  and/or  statements  for  this  account.  Please  provide  the  name 
;uid  address  of  the  individu;d  or  interested  party  below.  Please  check  one  box. 


Confirms  Only 


Statements  Only 


Both  Confirms  and  Statements 


Name  (first,  Ml,  last): 


Address: 


Cit\: 


State: 


Zip  Code: 


6:  Signature 


Participants  must  READ  the  Customer  Agreement  and  the  Participation  Agreement.  SIGN  this  section  in  ink. 


Participation  Agreement: 

•  By  signing  below,  1  agree  to  pailicipate  in  the  U.Fiind.  I  acknowledge  that  I  have  read,  understood  and  agree  to  the  terms  and  conditions  set  forth  in  the 
separate  Pailicipation  Agreement. 

•  I  understand  that  the  Participation  Agreement  and  its  enforcement  shall  be  governed  by  the  laws  of  the  Commonwealth  of  Massachusetts  and  is 
not  subject  to  arbitration.  It  shall  cover  individually  and  collectively  all  accounts  which  the  undersigned  may  open  or  reopen  under  the  Trust.  It  shall  inure  to  the 
benefit  of  the  Trust's  successors  and  assigns,  and  the  Participation  Agreement  shall  be  binding  upon  the  heirs,  executors,  administrators,  successors,  and  assigns 

of  the  undersigned. 


•  I  understiuid  that  it  is  my  responsibility  to  read  the  Fact  Kit.  I  have  read,  understood,  and  agree  to  the  terms  and  conditions  set  forth  in  the  separate  Fact  Kit  as  is  currenUy 
in  effect  and  as  may  be  amended  from  time  to  time. 

•  I  hereby  request  Fidelity  Brokerage  Services,  Inc.,  and  National  Financial  Services  Corporation  (collectively  "Fidelity")  to  open  a  U.Fund  brokerage  account  in  the  name 
listed  as  pailicipant  on  this  application. 

•  I  acknow  ledge  that  1  have  read,  understood,  and  agree  to  the  terms  set  forth  in  the  Customer  Agreement.  I  am  at  least  18  years  of  age  and  of  full  legal  age  in  the  state  in 
which  1  reside.  I  understand  that  you  will  supply  my  name  to  issuers  of  any  securities  held  in  my  account  so  I  might  receive  any  important  information  regarding  them, 
unless  I  notify  you  in  writing  not  to  do  so.  I  hereby  ratify  any  telephone  instructions  given  pursuant  to  this  authorization  and  agree  that  Fidelity  will  not  be  liable  for  any 
loss,  liabilitv',  cost,  or  expense  for  acting  upon  such  instructions.  I  understand  that  telephone  calls  to  Fidelity  may  be  recorded,  ;uid  I  consent  to  such  tape  recordings. 

•  I  understand  that  the  Customer  Agreement  and  its  enforcement  shall  be  governed  by  the  laws  of  the  Commonwealth  of  Massachusetts.  It  sh:di  cover 
individually  and  collectively  ;d]  accounts  which  the  undersigned  may  open  or  reopen  with  Fidelitv'.  It  shall  inure  to  the  benefit  of  Fidelity's  successors  and  assigns,  and 
this  Agreement  shall  be  binding  upon  the  heirs,  executors,  administrators,  successors,  and  assigns  of  the  undersigned. 

•  For  FAAB  Customers  Only:  I  hereby  authorize  and  request  Fidelity  to  secure  payment  of  the  amount  indicated  above  to  be  invested  by  me  by  initiating  debit  entries  to 
the  account  indicated  in  the  bank  named  above  ( "BANK "),  and  I  authoiize  and  request  the  BANK  to  accept  any  such  debit  entries  initiated  by  Fidelity  to  such  account 
and  to  credit,  as  requested,  the  same  to  my  Fidelitv'  account,  without  any  further  aulhoiization  relating  hereto.  I  hereby  ratify  any  instructions  given  pursuant  to  this 
authoiization  and  agree  that  Fidelity  will  not  be  liable  for  any  loss,  liability,  cost  or  expense  for  acting  upon  such  instructions. 

•  I  am  a  U.S.  citizen  or  resident  alien.  I  certify  under  penalties  of  perjur)'  that:  (1)  the  Social  Security  or  taxpayer  identification  numbers  provided 
above  are  correct;  and  (2)  I  am  not  subject  to  Internal  Revenue  Service  (IRS)  backup  withholding  because:  (a)  I  am  exempt  from  backup  with- 
holding: or  (b)  I  have  not  been  notified  by  the  IRS  that  I  am  subject  to  backup  withholding;  or  (c)  I  have  been  notified  by  the  IRS  that  I  am  no 
longer  subject  to  backup  withholding.  (Cross  out  item  2  if  it  does  not  apply  to  you.) 

The  Internal  Revenue  Service  does  not  require  your  consent  to  any  provisions  of  this  document  other  than  the  certifications  required  to  avoid 
backup  withholding. 

•  I  agree  to  adopt  iuid  be  bound  by  the  terms  and  conditions  of  the  Customer  Agreement,  as  is  currently  in  effect  and  as  may  be  amended  from  time  to  time.  I  also  certify 
that  the  information  provided  above  is  accurate  and  true. 

This  account  is  governed  by  a  predispute  arbitration  clause,  which  is  found  in  Section  14  of  the  Customer  Agreement.  I  acknowledge  receipt  of  the 
predispute  arbitration  clause. 


SIGNATURE  OF  PARTICIPANT 

X  ~ 


Date  (month,  day,  year) 


Fidelity  Investments  is  a  registered  trademark  owned  by  FMR  Corp.  Fidelity  Brokerage 
Senices.  Inc.,  and  Nali()i);il  Financial  Senices  Corporation  are  each  direct  or  indirect 
subsidiaries  of  FMR  Cor]).  Accounts  are  carried  with  our  affiliate.  National  Financial  Services 
Corporation,  a  member  of  the  New  York  Slock  Exchange  and  other  principal  exchanges. 


For  Fidelity  Use  Only 

Account  #  Assigned 

Reg.  Rep.  Signature 

Date 

Approving  Manager's  Signature 

Date 

Brokerage  senices  are  provided  by  Fidelity  Brokerage  Ser\iccs,  Inc.  Member  NYSE,  SIPC. 
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PART  I  -  BASIC  QUESTIONS  AND  ANSWERS 


The  U.Fund  College  Investing  Plan  (the  "Plan"),  established  by  the  Massachusetts 
Educational  Financing  Authority  ( "MEFA"),  an  independent  authority  and  public 
instrumentality  of  the  Commonwealth  of  Massachusetts,  and  administered  by 
Fidelity  hivestments,  is  a  new  way  to  save  for  college,  graduate  school,  and  other 
forms  of  higher  education.  Recent  changes  in  the  federal  tax  laws  make  it  possible. 
Here  are  the  basics  of  how  it  works. 

For  the  sake  of  simplicity,  we  have  assumed  that  you  are  a  parent  saving  for  yoiu- 
child's  collie  education  and  want  to  set  up  just  one  Account  for  that  child.  The 
questions  and  answers  that  follow  are  expressed  that  way 

How  Do  I  Set  Up  an  Account?  You  (the  "Participant")  establish 
an  Account  by  signing  the  Fidelit\  Brokerage  Services,  Inc.  ("FBSI")  brokerage 
account  application,  and  by  making  an  investment  in  an  Account  for  the  benefit 
of  an  individual  you  choose  (the  'Beneficiary^').  You  may  open  more  than  one 
Account,  but  you  may  open  only  one  Account  for  each  Beneficiary.  Each  Account 
must  be  for  the  benefit  of  one  named  individual  Beneficiary  in  order  to  comply  with 
federal  tax  law  requirements. 

Who  Can  Be  a  Beneficiary?  You  can  set  up  an  Account  for  your 
child,  your  grandchild,  yoiu*  spouse,  another  relatne,  or  even  someone  not  related 
to  you.  The  Beneficiary  may  be  of  any  age.  You  cannot  set  up  an  Account  to  save  for 
your  own  higher  education  expenses  at  this  time,  because  we  are  not  sure  that  this 
would  be  acceptable  under  federal  income  tax  laws. 

Who  Can  Change  the  Beneficiary?  You  are  the  only  person  who 
can  change  the  Beneficiary. 

Why  Do  I  Open  a  Brolcerage  Account  with  FBSI?  FBSI  is 
responsible  for  keeping  records  on  behalf  of  the  Plan.  Your  Plan  .Account  will  be 
maintained  through  a  FBSI  brokerage  account  showing  the  value  of  your  Plan 
Account  and  your  Plan  Account  activity. 

Can  IMy  Spouse  and  I  Open  a  Joint  Account?  No.  Each 
Account  must  be  established  by  one  person.  Due  to  federal  tax  laws,  the  Plan  wiU 
accept  investments  only  from  the  person  who  opens  the  Accoimt.  Only  the  person 
who  invests  in  an  Account  can  give  instructions  to  distribute  money  from  the 
Account  for  collie  or  for  any  other  reason.  Corporations  and  trusts  may  not  open 
.\ccounts  at  this  time,  but  may  be  able  to  do  so  in  the  hiture. 

Can  1  Put  My  Own  Stoclcs,  Bonds  or  Property  in 
iWiy  Account?  No.  Federal  tax  law  requires  that  all  investments  be  made 
"in  cash."  Checks  are  considered  cash  for  this  purpose  and  will  be  accepted. 

How  Do  I  IMaice  Additional  investoients?  You  may  send 
Fidelity  money  by  check.  You  may  also  choose  to  make  periodic  contributions  by 
payroll  deduction  or  by  automatic  transfers  firom  your  bank  account.  If  you  do  this 
you  will  not  have  to  pay  a  $30  annual  Account  fee.  See  "What  Expenses  Are  Invoh'ed?" 
below  for  a  description  of  expenses  associated  with  an  investment  in  the  Plan. 

How  Will  My  Account  Be  invested?  Money  in  your  Account  \^ill 
be  placed  into  one  of  eight  investment  portfolios  of  the  Massachusetts  Higher 
Education  Savings  Plan  Trust  (the  'Trust").  Each  Portfolio  pools  the  money  that  is 
invested  in  it  by  Participants  and  invests  that  money  toward  a  specified  goal.  Each 
Portfolio  consists  of  units  of  interest  A  Portfolio's  unit  value  is  the  vdue  of  a  singje  unit 

Each  Portfofio  invests  in  Fidelity  Investments  mutual  hinds  selected  by  Strat^c 
Advisers,  Inc.,  a  Fidelity  Investments  aflSliated  company  registered  with  the  U.S. 
Securities  and  Exchange  Commission  as  an  investment  adviser.  The  mutual  funds 
and  the  allocations  of  the  Portfolios'  assets  among  the  mutual  ftinds  were  approved 
by  MEFA,  which  is  authorized  to  direct  and  change  the  investment  of  contributions 
to  the  Trust.  Depending  on  the  performance  of  the  mutual  funds,  your 
Account  may  be  worth  more  or  less  than  what  you  invest 

What  Expenses  Are  involved?  There  is  a  daily  charge  against  the 
assets  of  the  Portfolio  in  which  your  Account  is  invested.  This  charge  is  currently  at 
an  annual  rate  of  0.30%.  If  your  Account  were  worth  exactly  $10,000  on  each  day 
of  a  year,  this  charge  would  be  equal  to  $30  for  that  year.  The  efi^ed  of  this  charge 
is  to  reduce  the  daily  unit  value  of  each  Portfolio. 

Each  of  the  mutual  funds  in  which  Portfolio  assets  are  invested  also  has  investment 
management  fees  and  other  expenses.  Your  money  will  not  be  invested  in  any 
mutual  hmd  that  imposes  a  sales  load  on  Plan  Accounts. 

There  is  also  an  aimual  fee  that  is  currently  $30  per  Account.  This  fee  is  waived  if 
you  choose  to  make  periodic  contributions  by  payroll  deduction  or  by  automatic 
transfers  firom  your  bank  account.  This  fee  is  also  waived  if  the  combined  value  of 
your  Account  and  any  related  Accounts  (other  Accounts  established  for  the  same 
Beneficiary)  is  $25,000  or  more. 


Can  1  invest  in  the  Plan  and  in  an  Education  IRA?  If  you 

invest  a  total  of  more  than  $500  in  the  Plan  and  an  Education  IM  during  the  same 
year,  the  investment  in  the  Education  IRA  will  be  subject  to  a  penalty  of  6%  of  the 
amount  invested  during  that  year.  The  penalty  will  also  apply  each  subsequent  year 
until  the  investment  in  the  Education  IRA,  and  any  earnings  thereon,  are  withdrawn. 
If  you  invest  solely  in  the  Plan  and  not  in  an  Education  ERA,  there  is  no  penalty. 

Does  the  Commonwealth  of  Massachusetts  or  MEFA 
Make  Any  Guarantees?  Neither  the  Commonwealth  nor  MEFA  makes 
any  guarantees  of  any  type.  The  Commonwealth's  faith  and  credit  do  not  back  any 
of  the  investments  in  your  Account,  nor  do  MEFA's  assets  or  revenues.  Neither  the 
Commonwealth  nor  MEFA  promises  that  your  Account  will  increase  in  value  or 
achieve  any  rate  of  return,  or  that  your  Account  will  not  decrease  in  value. 

Neither  the  Commonwealth  nor  MEEA  guarantees  that  your  child  will  be  accepted 
at  any  institution  of  higher  learning.  Even  after  your  child  begins  college,  neither 
the  Ck)mmonwealth  nor  MEEA  guarantees  that  your  child  will  be  able  to  continue  to 
attend,  that  he  or  she  will  graduate,  or  that  he  or  she  will  be  considered  a  resident 
of  any  particular  state  for  tuition  purposes. 

Can  I  Choose  the  Mutual  Funds  for  My  Account?  No. 

Federal  tax  law-  requires  that  you  not  be  able  to  direct  the  investment  of  the  assets  in 
your  Account,  directly  or  indirectly  Your  Account  will  be  invested  in  one  of  the 
Portfolios  based  on  the  age  of  your  Beneficiary  The  assds  of  each  Portfolio  will  be 
allocated  among  a  number  of  Fidelity  Investments  mutual  fiinds,  subject  to  any  changes 
authorized  by  MEFA.  The  allocation  of  the  assets  among  the  mutual  funds  will  be  based 
on  the  ^e  of  your  child. 

How  Will  Mutual  Funds  Be  Chosen?  When  you  open  your 
Account,  you  will  tell  us  your  child's  buth  date.  For  younger  children,  Strategic 
Advisers  will  allocate  a  substantial  portion  of  your  Account's  value  to  mutual  fimds 
that  invest  primarily  in  stocks.  For  children  who  are  not  quite  as  young.  Strategic 
Advisers  will  allocate  less  to  stock  mutual  fimds  and  more  to  more  conservative 
bond  ftmds  and  money  market  ftinds.  For  children  wiio  are  anticipated  to  begin 
college  very  soon,  an  even  higher  percentage  of  your  Account's  assets  will  be 
invested  in  bond  and  money  market  fimds.  Strategic  Advisers  believes  that  this 
approach  provides  the  opportunity  to  take  advantage  of  the  stock  market  while 
lessening  the  risk  that  a  sudden  drop  in  the  stock  market  will  reduce  the  value  of 
an  Account  shortly  before  the  Beneficiary  is  expected  to  attend  college. 

What  Are  the  Federal  Income  Tax  Advantages  of  the 
Plan?  There  are  two  main  federal  income  tax  advantages  to  the  Plan. 

First,  any  investment  gains  on  the  money  you  invest  in  your  Account  will  not  be 
subject  to  federal  income  taxes  until  they  are  distributed.  Second,  there  is  special 
federal  income  tax  treatment  for  money  that  is  used  to  pay  for  "qualified  higher 
education  expenses"  as  defined  in  the  Internal  Revenue  Code. 

In  general,  tuition,  fees,  room  and  board,  books  and  equipment  are  considered 
"qualified  higher  education  e]q)enses."  Any  gains  in  the  Account  that  are  used  to 
pay  for  qualified  higher  education  expenses  are  taxed  as  income  to  the  student,  not 
to  you.  lius  can  result  in  significant  tax  savings  if  you  are  in  a  higher  tax  bracket 
than  the  student 

For  example,  suppose  you  make  investments  in  an  Account  totaling  $10,000,  and 
the  Account  grows  to  $20,000  by  the  time  the  student  goes  to  college.  Then  all  the 
money  is  taken  out  at  once  and  used  for  qualified  higher  education  expenses.  If  the 
student  is  in  the  15%  tax  bracket,  the  student  will  owe  federal  income  tax  of  $1,500 
(15%  X  ($20,000 -$10,000)). 

Now  let's  suppose  that  instead  you  put  the  $10,000  into  an  investment  that  doesn't 
qualify  for  this  favorable  tax  treatment  and  it  grows  to  $20,000  by  the  time  the  stu- 
dent goes  to  college.  Then  you  take  all  the  money  out  at  once  and  use  it  for  quali- 
fied higher  education  e}q)enses.  If  you  were  in  the  28%  tax  bracket  vou  would  owe 
federal  income  tax  of  $2,800  (28%  x  ($20,000  -  $10,000)). 

This  is  just  one  possible  example.  We  do  not  make  any  prediction  of  Account 
values  or  federal  income  tax  rates. 

What  About  State  Taxes?  Under  current  Massachusetts  income  tax 
law,  your  Accoimt  earnings  grow  tax-deferred.  Earnings  will  be  subject  to  Massa- 
chusetts income  tax  when  they  are  withdrawn  from  the  Account  You  should  con- 
sult with  your  tax  adviser  about  any  other  state  or  local  taxes. 

What  Are  the  Gift  Tax  Advantages  of  an  Account? 

Normally,  a  gift  of  more  than  $  10,000  to  a  single  person  in  one  year  is  subject  to 
federal  gift  tax.  With  the  Plan,  you  can  make  a  gift  of  up  to  $50,000  in  one  year 
without  triggering  the  tax.  To  do  this  you  must  elect  to  treat  the  entire  gift  as  a 


series  of  five  equal  annual  gifts.  Lesser  gifts  in  excess  of  the  $10,000  annual  exclu- 
sion may  also  be  pro-rated  over  five  years.  You  do  this  by  filing  a  gift  tax  return  for 
the  year  in  which  the  gift  is  made. 

Can  I  Use  My  Account  to  Pay  for  the  College  I  Want? 

Yes.  Unlike  other  programs  tliat  offer  full  benefits  only  if  your  child  attends  a  school 
that  participates  in  the  program,  with  the  Plan  you  get  the  ftill  benefits  from  the 
program  if  your  child  attends  any  accredited  institution  of  higher  education  in  the 
United  Stales  that  is  efigible  to  participate  in  certain  Federal  student  aid  programs. 
This  might  be  a  college  or  graduate  school,  or  a  vocational  or  trade  school.  You 
should  be  certain  that  the  school  is  accredited.  If  you  use  the  money  to  pay  for 
costs  associated  with  a  non-accredited  institution,  you  will  not  qualify  for  favorable 
tax  treatment,  and  all  of  your  distributions  will  be  subject  to  the  penalty  of  10%  of 
any  investment  gains  distributed. 

How  Do  1  Use  My  Account  to  Pay  for  College?  When  you 
make  a  distribution  from  your  Account  you  tell  us  whether  to  send  the  money  to 
you,  to  your  child's  college,  or  to  another  person.  Under  federal  income  tax  law, 
the  earnings  portion  of  any  money  not  used  for  qualified  higher  education  expenses 
will  be  income  to  the  Participant,  will  be  taxed  as  ordinary  income,  and  will  gener- 
ally be  subject  to  a  penalty.  With  the  Plan,  the  penalty  is  10%  of  any  investment 
gains  distributed. 

How  Do  I  Show  that  a  Distribution  Is  for  Qualified 
Higher  Education  Expenses?  You  will  need  to  submit  appropriate 
evidence  with  your  distribution  instructions,  such  as  a  bill  fi-om  the  Beneficiary's 
college.  If  you  do  not  provide  appropriate  proof,  the  distribution  will  be  deemed  a 
non-qualified  distribution,  and  the  penalty  will  be  imposed.  Except  as  provided  in 
the  next  sentence,  you  will  then  have  60  days  from  the  date  your  withdrawal 
request  was  received  to  submit  the  necessary  proof.  If  your  request  is  received  after 
the  first  day  of  November,  you  will  have  only  until  December  31  of  that  year  to  sub- 
mit proof.  If  you  submit  acceptable  proof  within  the  required  time,  the  amount  of 
the  penalty  will  be  credited  back  to  your  Account. 

What  if  I  Need  the  Money  Before  My  Child  Goes  to 
College?  You  can  take  money  from  your  Account  at  any  time.  However,  if  the 
money  is  not  used  to  pay  for  qualified  higher  education  expenses,  a  penalty  equal 
to  10%  of  any  investment  gains  distributed  will  apply.  You  will  also  pay  Federal 
income  tax,  at  your  tax  rate,  on  the  amount  of  earnings  you  withdraw. 

Are  There  Any  Exceptions  to  the  Penalty?  Yes.  If  your  child 
receives  a  scholarship  and  you  don't  need  all  the  money  in  your  Account  to  pay 
qualified  higher  education  expenses  there  is  no  penalty,  so  long  as  the  scholarship 
is  more  than  the  distribution.  There  is  also  no  penalty  in  die  event  that  your  child 
dies  or  becomes  disabled. 

What  if  My  Child  Delays  Going  to  College?  You  can  keep 
your  Account  open  until  your  child  goes  to  college,  whenever  that  may  be. 

What  if  My  Child  Does  Not  Go  to  College?  You  can  name 
another  member  of  the  child's  family  as  the  new  beneficiary  of  the  Account  without 
any  negative  income  tax  consequences.  This  might  be  die  original  beneficiary's 
brother,  sister,  parent,  child,  spouse  or  other  family  member.  However,  if  the  new 
beneficiary  is  a  member  of  a  younger  generation  in  die  family  dian  the  original  ben- 
eficiary, a  federal  gift  tax  may  apply  for  the  year  in  which  the  beneficiary  change  is 
made.  Under  current  federal  tax  law,  it  is  unclear  whether  the  same  person  can  be 
both  the  Participant  and  die  Beneficiary,  and  pending  clarification,  die  Plan  does 
not  permit  it. 

If  the  new  beneficiary  is  a  different  age  dian  die  original  beneficiary,  die  money  in 
your  Account  will  be  transferred  to  the  Portfolio  diat  corresponds  to  die  ^e  of  die 
new  beneficiary.  If  tfiere  are  akeady  otiier  Accounts  open  for  die  benefit  of  die  new 
beneficiary,  you  may  be  fimited  in  how  much  of  your  Account  can  be  used  for  die 
new  beneficiary.  See  "The  Portfolios"  on  page  6. 

How  Do  I  Know  How  Much  My  Account  is  Worth?  You 

can  call  us  toll-fi-ee  at  1-800-544-2776  at  any  time.  Account  balances  are  updated 
each  day  dial  die  New  York  Stock  Exchange  is  open  for  business.  We  will  also  send 
you  an  account  statement  at  least  once  each  quarter  widi  a  description  of  your 
Account  activity  and  die  value  of  your  Account. 

How  Much  Do  I  Need  to  Open  an  Account?  If  you  sign  up 
for  automatic  periodic  transfers  from  your  bank  account  or  by  payroll  deduction,  die 
minimum  mondily  amount  is  only  $50  and  die  minimum  quarterly  amount  is  $150.  If 
you  open  an  Account  by  making  a  single  investtnent,  it  must  be  for  at  least  $  1,000. 


How  Much  Can  I  Invest  in  An  Account?  Federal  income  tax 
law  requires  dial  die  Plan  place  a  limit  on  investments.  During  1999  die  most  you  can 
invest  in  an  Account  is  $158,750.  Aldiough  die  law  does  not  set  a  specific  dollar 
amount,  each  calendar  year  MEFA  wUl  set  a  maximum  amount  you  can  invest,  based 
on  die  then-current  estimated  cost  of  five  years'  tuition,  mandatory  fees  and  room  and 
board  at  die  highest  cost  eligible  educational  institiition  in  Massachusetts.  The  fimit 
wdl  be  adjusted  each  calendar  year,  and  Fidelity  will  notily  you  of  die  new  limit  each 
year.  The  most  you  can  invest  each  year  is  die  investtnent  fimit  for  diat  year  minus  die 
value  of  your  Account  at  die  end  of  die  previous  year.  The  fimit  appUes  whedier  or  not 
you  are  a  resident  of  Massachusetts.  The  Plan  reserves  die  right  to  change  die  limit  in 
accordance  widi  its  interpretation  of  die  law. 

Can  I  Borrow  Money  from  the  Plan?  No.  The  Plan  will  not  make 
any  loans. 

Can  I  Use  the  Money  in  My  Account  as  Security  for 
a  Loan?  No.  Federal  tax  law  prohibits  pledging,  assigning,  or  odierwise  using 
your  Account  as  collateral  for  a  loan. 

How  Will  an  investment  in  the  Plan  Affect  Eligibility 
for  Financial  Aid?  The  Trustee  believes  diat  under  current  federal  finan- 
cial aid  mediodology,  die  value  of  die  Account  wdl  be  treated  as  an  asset  The  treat- 
ment of  diis  asset  should  be  simdar  to  odier  investtnents  such  as  savings  accounts, 
money  market  fimds,  certificates  of  deposit,  stocks,  bonds,  commodities  and  odier 
securities  for  the  purpose  of  determining  a  famdy's  expected  contribution  towards 
educational  costs.  At  dus  time,  whedier  an  Account  wdl  be  treated  as  an  asset  of  die 
Participant  or  die  Beneficiary  for  purposes  of  determining  die  famdy's  expected 
contribution  has  not  been  resoh'ed.  You  should  consult  your  financial  aid  advisor 
for  ftulher  information. 

What  Do  I  Do  if  My  Child  Graduates  from  College, 
Does  Not  Plan  on  Further  Education,  and  There  is 
Money  Left  in  My  Account?  You  have  several  choices.  You  can 
change  die  Account  so  dial  it  is  for  die  benefit  of  a  member  of  die  Beneficiary's 
immediate  famdy  as  defined  in  die  federal  tax  laws.  If  you  do  this,  diere  is  no  penalty. 

If  you  do  not  change  die  Beneficiary,  you  must  notify  us  and  distribute  die  remain- 
ing balance  in  die  Account  You  will  be  subject  to  income  taxes,  and  unless  die  bal- 
ance is  die  result  of  a  scholarship  for  your  chdd,  or  your  chdd's  deadi  or  disabdity, 
die  penalty  of  10%  of  investtnent  gains  disttibuted  wiU  ^ply 

Can  I  Tk^nsfer  My  Account  to  Another  Participant? 

Aldiough  you  are  allowed  to  rename  die  Beneficiary  of  die  Account,  tt-ansfers  of  die 
Account  to  another  Participant  are  not  allowed.  If  you  want  someone  else  to  have 
the  money,  you  can  distribute  die  money  and  give  it  to  diem.  You  wiU  owe  federal 
and  state  taxes  on  any  investment  gains  distributed,  and  you  wdl  be  charged  a 
penalty  equal  to  10%  of  any  gains  disttibuted.  Your  transfer  of  money  to  anodier 
person  may  be  subject  to  federal  gift  tax. 

Who  Will  Control  My  Account  if  I  Die  With  Money  in 
My  Account?  ConU-ol  of  your  account  wdl  pass  dirough  your  wdl.  If  you  do 
not  have  a  wdl,  control  wdl  pass  by  operation  of  law.  See  Federal  Estate  and  Gift 
Taxes  on  page  14. 

Can  the  Plan  Change  the  Terms  of  My  Participation 
Agreement?  The  Plan  can  change  die  terms  of  die  Participation  Agreement  if 
die  Trustee  believes  dial  a  change  is  necessary  in  order  to  keep  die  Plan  in  compU- 
ance  with  federal  tax  law  and  preserve  die  favorable  tax  ti-eattnent  of  your  Account 

How  Safe  is  My  Account?  The  money  in  your  Account  wdl  be  held  in 
die  Trust,  which  is  a  l^al  trust  established  under  the  laws  of  die  Commonwealdi  of 
Massachusetts.  Assets  of  die  Trust  are  held  "in  trust"  for  die  exclusive  benefit  of 
Participants  and  Beneficiaries  in  die  Plan.  However,  diere  is  no  guarantee  diat  your 
Account  wdl  not  lose  value. 

The  Thist  wdl  be  audited  each  year  by  an  independent  pubfic  accountant  selected 
by  die  Trustee.  The  first  audit  wdl  be  conducted  after  die  fiscal  year  ending  on 
June  30, 1999. 

THESE  SECURITIES  HAVE  NOT  BEEN  REGISTERED  WITH  THE  U.S.  SECURI- 
TIES AND  EXCHANGE  COMMISSION,  NOR  WITH  ANY  STATE  SECURITIES 
COMMISSIONS  EXCEPT  FOR  THE  SECURITIES  COMMISSION  OF  OHIO. 
PROSPECTUSES  FOR  THE  MUTUAL  FUNDS  HELD  BY  THE  PORTFOUOS  ARE 
AVAILABLE  UPON  REQUEST  BY  CALLING  FIDELITY  XT  1-800-544-8888. 
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PART  II  -  MORE  ABOUT  HOW  YOUR  MONEY  IS  INVESTED, 
THE  TRUST,  MANAGEMENT  AND  SERVICE  CONTRACTS,  AND  TAXES 


The  Portfolios  The  money  in  an  Account  is  held  in  one  of  the  eight  current 
investment  portfolios  ("Portfolios")  of  the  Trust.  Each  Portfolio  seeks  capital  appre- 
ciation with  reasonable  safety  of  principal,  consistent  with  the  ages  of  the 
Beneficiaries. 

Each  Portfolio  invests  its  assets  in  Fidelity  Investments  mutual  funds.  The  age  of  the 
Account's  Beneficiary  determines  the  Portfolio  in  which  the  Account  is  invested. 
Portfolios  for  the  benefit  of  younger  Beneficiaries  are  more  heavily  invested  in 
equit\'  mutual  funds.  Portfolios  for  the  benefit  of  older  Beneficiaries  are  more  heav- 
ily invested  in  bond  and  money  market  muuial  fi.uids. 

College  PortfoUo  is  currendy  designed  for  Beneficiaries  bom  in  1980  and  earlier. 

Portfolio  2000  is  designed  for  Beneficiaries  bom  between  1981  and  1983- 

Portfolio  2003  is  designed  for  Beneficiaries  bom  between  1984  and  1986. 

Portfofio  2006  is  designed  for  Beneficiaries  bom  between  1987  and  1989- 

PortfoUo  2009  is  designed  for  Beneficiaries  bom  between  1990  and  1992. 

PortfoUo  2012  is  designed  for  Beneficiaries  bom  between  1993  and  1995. 

PortfoUo  2015  is  designed  for  Beneficiaries  bom  between  1996  and  1998. 

PortfoUo  2018  is  designed  for  Beneficiaries  bom  between  1999  and  2001. 

Additional  PortfoUos  wiU  be  formed  for  Beneficiaries  bom  after  2001. 

If  you  change  the  Beneficiary  of  your  Account  your  money  will  be  placed  in  the 
PortfoUo  that  corresponds  to  the  age  of  the  new  Beneficiary.  If  the  new  Beneficiary 
is  not  a  member  of  die  family  of  the  previous  Beneficiary  a  change  of  Beneficiary 
will  be  treated  for  federal  income  tax  purposes  as  a  distribution  from  the  Plan.  See 
"Federal  Income  Taxation  of  Investments  and  Distributions"  on  page  14. 

Since  the  Plan  has  Umits  on  how  much  can  be  invested  on  behatf  of  each 
Beneficiary  in  order  to  comply  with  federal  income  tax  law,  it  is  possible  that  you 
might  not  be  able  to  use  some  or  all  of  the  money  in  the  Account  for  the  new 
Beneficiary.  If  not  all  the  money  in  the  Account  can  be  designated  for  use  by  the 
new  Beneficiary,  you  wiU  be  required  to  open  a  new  account  for  the  new  Bene- 
ficiary and  transfer  to  the  new  account  the  amount  that  can  be  used  for  the  new- 
Beneficiary.  Any  amount  that  cannot  be  used  for  the  new  Beneficiary  will  not  be 
transferred. 

Each  PortfoUo  with  a  year  in  its  name  invests  according  to  an  asset  aUocation  strat- 
egy that  becomes  increasingly  conservative  over  time  until  the  PortfoUo 's  target  aUo- 
cation nearly  matches  CoU^e  PortfoUo "s  target  allocation.  This  will  happen  in  the 
year  in  which  the  youngest  Beneficiary  in  that  PortfoUo  will  reach  ^e  18.  Then,  the 
PortfoUo  with  a  year  in  its  name  will  cease  to  exist  and  the  assets  in  the  Account  wiU 
be  transferred  to  CoUege  PortfoUo  and  will  be  invested  in  CoUege  PortfoUo  for  so 
long  as  the  Account  remains  open. 

Each  PortfoUo  seeks  to  achieve  its  investment  objective  by  investing  in  a  combina- 
tion of  FideUty  Investinents  mutual  funds  ("FideUty  funds").  The  investinent  adviser 
for  each  of  the  FideUty  hands  is  FideUty  Management  &  Research  Company 
("FMR").  Strategic  Advisers,  Inc.  ("Sti^egic  Advisers")  chooses  the  particular 
FideUty  fimds  in  which  each  PortfoUo  invests.  Both  FMR  and  Strategic  Advisers  are 
part  of  the  group  of  companies  commonly  known  as  FideUty  Investinents. 

The  performance  of  each  PortfoUo  depends  on  the  performance  of  the  FideUty 
funds  in  which  it  invests.  The  perfomiance  of  the  FideUty  funds,  in  tiira,  depends  on 
the  performance  of  the  stock,  bond,  and  money  markets  in  the  U.S.  and  abroad. 
The  value  of  each  PortfoUo  will  vary  from  day  to  day  reflecting  changes  in  these 
markets  and  in  the  values  of  the  FideUty  funds.  When  you  redeem  units  of  a 
PortfoUo,  they  may  be  worth  more  or  less  than  what  you  paid  for  them.  Neither  the 
Commonwealth  of  Massachusetts,  MEFA  nor  anyone  else  makes  any  guarantees 
concerning  the  assets  in  an  Account  or  the  Accoimt's  investinent  performance. 

The  PortfoUos  are  designed  to  provide  moderate  asset  aUocation  programs  for 
investors  saving  for  the  qualified  higher  education  expenses  of  Beneficiaries.  An 
investinent  in  a  PortfoUo,  however,  will  not  provide  an  appropriate  balanced  invest- 
ment program  for  all  mvestors.  You  should  evaluate  die  PortfoUos  in  the  context  of 
your  overall  financial  situation,  investinent  goals,  and  other  uivestinents.  If  you  con- 
sider yourself  an  especiaUy  ^gressive  or  conservative  investor,  you  may  want  to 
save  for  higher  education  by  making  additional  investments  outside  the  Plan  to 
achieve  the  balance  that  is  best  for  vou. 


Investment  Program  Each  PortfoUo  seeks  to  achieve  its  investinent 
objective  by  aUocating  its  assets  among  FideUtv'  fi.mds.  The  FideUty  fi.mds  faU  into 
three  broad  investinent  categories:  equity  (stock)  ftinds,  ixed-income  (bond) 
funds,  and  short-term  bond  and  money  market  funds.  There  are  two  subcategories 
for  tiie  equity  fiinds  —  domestic  and  international,  and  two  subcategories  for  the 
fixed-income  hands  —  investinent  grade  and  high  yield.  For  additional  information 
about  the  FideUty  fiinds,  refer  to  "Securities  and  Investinent  Practices '  of  the 
PortfoUos  beginning  on  page  11. 

The  percent^e  of  assets  that  each  PortfoUo  invests  in  each  of  these  categories 
depends  on  the  i^e  of  the  Beneficiaries  assigned  to  that  PortfoUo.  For  example, 
PortfoUo  2018,  which  is  designed  for  Beneficiaries  bora  between  1999  and  2001, 
will  start  with  a  relatively  aggressive  target  asset  allocation,  with  a  substantial  invest- 
ment in  equity  funds  and  a  modest  investinent  in  fixed-income  hands.  By  conU"ast, 
PortfoUo  2000,  which  is  designed  for  Beneficiaries  bora  between  1981  and  1983, 
wiU  start  with  a  relatively  conservative  target  asset  allocation,  mvesting  less  than  half 
of  its  assets  in  equity  hands  and  the  majority  of  its  assets  in  fixed-income  and  short- 
term  bond  and  money  market  funds. 

The  charts  that  foUow  iUusti^e  the  target  asset  allocation  of  each  PortfoUo  as  of 
Febmary  19, 1999.  Totals  may  not  equal  100%  due  to  rounding. 

Portfolio  2018 

(Beneficiaries  bom  between  1999  and  2001) 


Domestic  Equity 
Funds  78% 

International  Equity 
Funds  1 0% 


□  U.S.  Inv.  Grade 
Fixed-Income 
Funds  0% 

■  High  Yield  Fixed- 
Income  Funds  12% 

□  Short-Term  Bond 
and  Money  Market 
Funds  0% 


Portfolio  2015 

(Beneficiaries  bom  between  1996  and  1998) 


Domestic  Equity 
Funds  77.49% 

Intemational  Equity 
Funds  10% 


U.S.  Inv.  Grade 
Fixed-Income 
Funds  .84% 

High  Yield  Fixed- 
Income  Funds  11.66% 

Short-Term  Bond 
and  Money  Market 
Funds  0% 


Portfolio  2012 

(Beneficiaries  bom  between  1993  and  1995) 


Domestic  Equity 
Funds  73.31% 

International  Equity 
Funds  9.66% 


U.S.  Inv.  Grade 
Fixed-Income 
Funds  7.53% 

High  Yield  Fixed- 
Income  Funds  9.49% 

Short-Term  Bond 
and  Money  Market 
Funds  0% 


Portfolio  2009 

(Beneficiaries  bom  between  1990  and  1992) 


Domestic  Equity 
Funds  63.31% 

International  Equity 
Funds  8% 


U.S.  Inv.  Grade  Fixed- 
Income  Funds  21.35% 

Higti  Yield  Fixed- 
Income  Funds  6.66% 

Short-Term  Bond 
and  Money  Market 
Funds  .67% 


Portfolio  2006 

(Beneficiaries  bom  between  1987  and  1989) 


Domestic  Equity 
Funds  53.31% 

International  Equity 
Funds  7.49% 


U.S.  Inv.  Grade 
Fixed-Income 
Funds  30.02% 

High  Yield  Fixed- 
Income  Funds  4.16% 

Short-Term  Bond 
and  Money  Market 
Funds  5.01% 


Portfolio  2003 

(Beneficiaries  bom  between  1984  and  1986) 


Domestic  Equity 
Funds  41 .63% 

International  Equity 
Funds  4.90% 


■  U.S.  Inv.  Grade 
Fixed-Income 
Funds  40.94% 

□  High  Yield  Fixed- 
Income  Funds  0% 

H  Short-Term  Bond 
and  Money  Market 
Funds  12.53% 


Portfolio  2000 

(Beneficiaries  bom  between  1981  and  1983) 


■  Domestic  Equity 
Funds  24.16% 

□  International  Equity 
Funds  0% 


■  U.S.  Inv.  Grade 
Fixed-Income 
Funds  48.31% 

□  High  Yield  Fixed- 
Income  Funds  0% 

■  Short-Term  Bond 
and  Money  Market 
Funds  27.53% 


College  Portfolio 

(Beneficiaries  bom  in  1980  and  earlier) 


■  Domestic  Equity 
Funds  20% 

□  International  Equity 
Funds  0% 


■  U.S.  Inv.  Grade 
Fixed-Income 
Funds  40% 

□  High  Yield  Fixed- 
Income  Funds  0% 

■  Short-Term  Bond 
and  Money  Market 
Funds  40% 


Expenses  The  value  of  an  Account  will  be  reduced  by  certain  expenses.  They 
may  be  grouped  into  two  categories.  First,  there  are  fees  payable  under  the 
Participation  Agreement  between  the  Participant  and  the  Tmst.  The  fees  imposed 
under  the  Participation  Agreement  are  subject  to  change  if  the  Tmstee  determines 
thai  such  change  is  necessary  to  pay  the  Trust's  operating  expenses.  Second,  there 
are  expenses  associated  with  each  Portfolio's  investments  in  the  Fidelity  funds. 

There  are  two  fees  payable  under  the  Participation  Agreement.  One  fee  is  a  daily 
charge  against  the  assets  of  the  Portfolio.  This  fee  is  currently  at  an  annual  rate  of 


0.30%  of  the  Portfolio's  net  assets.  If  your  Account  were  worth  exactly  $  10,000  on 
each  day  of  a  year,  this  charge  would  be  equal  to  $30  for  that  year.  The  efi^ect  of  this 
charge  is  to  reduce  the  daily  unit  value  of  each  Portfolio.  Half  of  the  0.30%  fee  is 
retained  by  the  Trustee;  the  other  half  is  paid  to  Strategic  Advisers  for  its  services  in 
allocating  the  Portfolios'  assets  among  the  Fidelity  funds. 

The  other  fee  under  the  Participation  Agreement  is  an  annual  Account  fee  that  is 
currently  $30,  assessed  on  each  anniversary  of  the  date  the  Account  was  opened. 
The  $30  annual  Account  fee  is  waived  and  not  imposed  for  any  year  in  which:  (i) 
the  Account  or  a  Related  Account  (defined  below)  is  subject  to  an  election  by  the 
Participant  to  make  automatic  monthly  or  quarterly  additional  investments  by  elec- 
tronic funds  transfers  during  the  entirety  of  such  year  (an  "Account  Builder 
Election");  or  (ii)  the  total  asset  value  of  the  Account  and  any  Related  Accounts 
equals  or  exceeds  $25,000.  For  purposes  of  this  provision,  the  term  "Related 
Account"  means  any  Account  that  is  established  for  the  same  Beneficiary.  The  Tmst 
pays  Strategic  Advisers  an  amount  equal  to  the  total  of  the  annual  account  fees  col- 
lected by  the  Tmst.  hi  no  event  will  more  than  one  Account  for  a  given  Beneficiary 
be  subject  to  the  annual  Account  fee. 

Each  Portfolio  will  also  indirectly  bear  its  pro  rata  share  of  the  fees  and  expenses 
incurred  by  the  Fidelity  fiinds  in  which  it  invests.  Each  Portfolio's  investment  retum 
will  be  net  of  the  Fidelity  fiind  expenses.  The  following  chart  provides  the  total 
operating  expense  ratios  for  the  Fidelity  ftmds.  The  following  figures  are  based  on 
historical  expenses  for  each  Fidelity  fund's  most  recently  reported  fiscal  year  end 
and  are  calculated  as  a  percentage  of  averse  net  assets  of  each  Fidelity  fund. 
Where  appropriate,  expense  ratios  are  adjusted  to  reflect  current  fees. 


Fidelity  Fund 

Fidelity  Blue  Chip  Growth  Fund 
Fidelity  Capital  &  Income  Fund 
Fidelity  Daily  Income  Tmst 
Fidelity  Disciplined  Equity  Fund 
Fidelity  Diversified  hitemational  Fund 
Fidefity  Dividend  Growth  Fund 
Fidelity  Equity-Income  n  Fund 
Fidefity  Fund 

Fidefity  Government  bicome  Fund 
Fidefity  Growth  &  Income  Portfolio 
Fidefity  Intermediate  Bond  Fund 
Fidelity  Investment  Grade  Bond  Fund 
Fidelity  Short-Term  Bond  Fund 
Fidelity  OTC  Portfofio 
Fidelity  Overseas  Fund 
Spartan  Market  Index  Fund 


Expense  Ratio 

0.72% 
0.81% 
0.50% 
0.67% 
1.22% 
0.89% 
0.69% 
0.58% 
0.69% 
0.69% 
0.66% 
0.70% 
0.67% 
0.76% 
1.26% 
0.19% 


Each  Portfolio's  total  expense  ratio  will  be  based  on  its  total  operating  expense  ratio 
plus  a  weighted  averse  of  the  expense  ratios  of  the  Fidefity  funds  in  which  it 
invests.  These  total  expense  ratios  may  be  higher  or  lower  depending  on  the  alloca- 
tion of  a  Portfofio's  assets  among  the  Fidelity  ftmds,  and  the  actual  expenses  of  the 
Fidefity  ftmds. 

The  Tmst  has  operating  expenses,  including,  but  not  limited  to,  the  Tmstee's  com- 
pensation and  such  expenses  and  charges  for  the  services  of  the  Tmst's  investment 
adviser,  administrator,  distributor,  auditor,  counsel,  depository,  custodian,  account- 
ing and  servicing  agent  and  such  other  agents,  consultants  and  independent  con- 
tractors and  such  other  expenses  and  charges  as  the  Tmstee  may  deem  necessary 
or  proper  to  incur.  Some  of  these  expenses  are  home  by  FBSI,  others  are  home  by 
the  Trustee.  These  expenses  do  not  reduce  the  daily  unit  value  of  each  Portfolio. 
See  "Additional  Information  Concerning  Pricing,  Purchase  and  Redemption  of 
Units"  on  page  8. 

Investment  Performance  The  performance  of  each  Portfofio  will  be 
measured  as  total  retum  and/or  yield.  Each  Portfofio's  fiscal  year  runs  from  July  1 
to  June  30. 

Total  return  is  the  change  in  value  of  an  investment  over  a  given  period.  A 
cumulative  total  retum  reflects  actual  performance  over  a  stated  period  of 
time.  An  average  annual  total  retum  is  a  hypothetical  rate  of  retum  that, 
if  achieved  annually,  would  have  produced  the  same  cumulative  total  retiim  if 
performance  had  been  constant  over  the  entire  period.  Averse  annual  total  returns 
smooth  out  variations  in  performance;  they  are  not  the  same  as  actual  year-by-year 


results.  Average  annual  total  returns  covering  periods  of  less  than  one  year  assume 
that  performance  will  remain  constant  for  the  rest  of  the  year. 

Yield  refers  to  the  income  generated  by  an  investment  over  a  given  period  of  time, 
expressed  as  an  annual  percentage  rate.  Yields  are  calculated  according  to  a  for- 
mula that  is  required  for  all  stock  and  bond  mutual  funds. 

Historical  performance  for  each  Fidelity  fund  appears  below.  Once  each  year  you 
wiU  be  sent  a  detailed  financial  report  showing  the  Portfolios'  recent  asset  alloca- 
tions, performance,  and  holdings.  For  current  performance  or  a  free  annual  report 
call  1-800-544-2776. 


Total  returns  and  yields  are  based  on  past  results  and  are  not  an  indication  of  future  performance. 

Returns  as  of  12-31-98 


Domestic  Equity 
Funds 

1  year 

3  year 

5  year 

1 0  year* 

Fiscal 
Year  End 

Fidelity  Blue  Chip  Growth  Fund** 

30.72% 

24.20% 

21 .99% 

22.80% 

July  31 

Fidelity  Disciplined  Equity  Fund 

21.83% 

23.19% 

19.96% 

19.42% 

October  31 

Fidelity  Dividend  Growth  Fund 

35.85% 

31.26% 

26.53% 

27.33%* 

July  31 

Fidelity  Equity-Income  II  Fund 

22.98% 

22.91% 

19.34% 

21 .92%* 

November  30 

Fidelity  Fund 

31 .00% 

27.51% 

23.08% 

18.59% 

June  30 

Fidelity  Grov\rth  &  Income  Portfolio 

28.31% 

26.09% 

22.65% 

20.28% 

July  31 

Fidelity  OTC  Portfolio** 

36.17% 

22.80% 

20.02% 

19.11% 

July  31 

Spartan  Market  Index  Fund 

28.48% 

27.96% 

23.73% 

18.55%* 

April  30 

International  Equity  Funds 

Fidelity  Diversified  International  Fund 

14.39% 

16.01% 

13.24% 

1 1 .94%* 

October  31 

Fidelity  Overseas  Fund 

12.84% 

12.28% 

9.35% 

8.68% 

October  31 

Investment  Grade  Fixed  Income  Funds 

Fidelity  Investment  Grade  Bond  Fund 

7.94% 

6.59% 

5.77% 

9.04% 

April  30 

Fidelity  Government  Income  Fund 

8.59% 

6.49% 

6.21% 

8.89% 

July  31 

Fidelity  Intermediate  Bond  Fund 

7.32% 

6.17% 

5.75% 

8.02% 

April  30 

High  Yield  Fixed-Income  Fund 

Fidelity  Capital  &  Income  Fund 

4.77% 

10.22% 

8.32% 

11.16% 

April  30 

Short-Term  Bond  and  Money  Market  Funds 

Fidelity  Short-Term  Bond  Fund 

6.15% 

5.71% 

4.47% 

6.87% 

April  30 

Fidelity  Daily  Income  Trust 

5.22% 

5.20% 

5.03% 

5.40% 

August  31 

*Denotes  average  annual  return  for  life  of  fund.  Fund  in  existence  less  than  10  years. 
''Indicates  load  adjusted 

The  performance  data  relating  to  the  Fidelity  funds  set  forth  above  is  not  indicative  of  the  future  performance 
of  either  the  underlying  Fidelity  funds  or  the  Portfolios.  The  performance  of  Blue  Chip  Growth  Fund  and  OTC 
Portfolio  includes  the  effect  of  sales  loads  that  were  discontinued  during  1998. 


The  table  below  shows  the  Fidelity  funds  in  which  the  Portfolios  invest  and  the 
fimds'  total  returns  for  1  year,  3  year,  5  year,  and  10  year  (or  life  of  fund,  as  applic- 
able) periods.  Performance  numbers  are  shown  as  load  adjusted,  average  annual 
total  returns  as  of  December  31, 1998.  Any  Fidelity'  fund  sales  loads  are  waived  for 
each  Portfolio's  investments  in  the  hinds.  Prospectuses  for  these  funds  are  available 
upon  request. 

An  asterisk  (*)  next  to  a  hind's  performance  means  that  the  fund  has  been  in  exis- 
tence for  less  than  ten  years.  For  these  funds,  the  date  of  inception  is  shown  in  the 
appropriate  box,  and  the  performance  figure  in  that  box  is  for  the  life  of  the  fund, 
not  for  ten  years. 


Additional  Information  Concerning  Pricing,  Purchase 
and  Redemption  of  Units  Each  Portfolio  is  open  for  business  and  its 
unit  value  is  calculated  each  day  the  New  York  Stock  Exchange  (NYSE)  is  open  for 
trading.  The  NYSE  has  designated  the  following  holiday  closings  for  1999:  New 
Year's  Day  Martin  Luther  King's  Birthday,  Presidents'  Day,  Good  Friday  Memorial 
Day  Independence  Day  (observed).  Labor  Day  Thanksgiving  Day  and  Christmas 
Day  (observed).  Although  Strategic  Advisers  expects  the  same  holiday  schedule  to 
be  obsen'ed  in  the  future,  the  NYSE  may  modify'  its  holiday  schedule  at  any  time.  In 
addition,  each  Portfolio  will  be  closed  for  wire  purchases  and  redemptions  on  days 
wten  the  Federal  Reserve  Wu-e  System  is  closed. 

FBSI  normally  determines  each  Portfolio's  unit  value  as  of  the  close  of  the  NYSE 
(normally  4:00  p.m.  Eastern  time) .  Howe\'er,  unit  values  may  be  calculated  earlier  if 
trading  on  the  NYSE  is  restricted.  To  the  extent  that  securities  held  by  a  Fidelity  fiind 
are  traded  in  other  markets  on  days  when  the  NYSE  is  closed,  a  Portfolio's  unit  value 
may  be  affected  on  days  when  investors  do  not  have  access  to  the  Portfolio  to  pur- 
chase or  redeem  units.  In  addition,  trading  in  some  of  a  Fidelit\'  hind's  portfolio 
securities  may  not  occiu-  on  da^-s  when  the  Trust  is  open  for  business. 

You  purchase  and  redeem  units  at  the  unit  value  next  computed  following  receipt 
of  vour  payment  at  the  Fidelity  Divestments  College  Plan  Service  Center, 
RO.  Box  770001,  Cincinnati,  OH  45277-0015. 


More  About  the  TVust 

DECIARmON  OF  TRUST 

Establishment  of  the  Trust 

The  Trust,  with  the  Executive  Director  of  MEFA  as  the  sole  trustee,  is  a  trust  estab- 
lished by  MEFA  as  an  instrumentality  of  the  Commonwealth  of  Massachusetts  to 
carry  out,  promote  and  operate  the  Plan  so  that  a  person  or  persons  may  make 
investments  in  accounts  estabUshed  for  the  purpose  of  meeting  the  qualified  higher 
education  expenses  of  the  designated  beneficiaries  of  such  accounts.  Each  Portfolio 
is  a  segregated  asset  account  of  the  Trust.  Peter  Mazareas,  Ph.D.  is  currenth'  MEFAs 
Executive  Director.  Any  successor  will  become  Trustee  of  the  Trust  by  operation 
of  law. 

Exemptions  from  Registration  Under  Federal  and  State  Securities  laws 

Units  of  the  Portfolios  are  not  registered  as  securities  under  the  Securities  Act  of 
1933,  pursuant  to  an  exemption  from  registration  available  for  obligations  issued 
by  a  public  instnimentalit\-  of  a  state.  Sirnilarh',  units  of  tfie  Portfolios  have  not  been 
registered  witfi  the  securities  commissions  of  any  state  except  Ohio,  pursuant  to 
applicable  exemptions  from  registration  available  for  obligations  issued  by  an 
instrumentality  of  a  state. 
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The  Portfolios  have  not  been  registered  as  investment  companies  under  the 
Investment  Company  Act  of  1940  (the  "1940  Act")  pursuant  to  Section  2(b) 
thereof,  which  says  that  no  provision  of  the  1940  Act  applies  to  any  instrumentality 
of  a  state. 

Necessity  of  Qualification  Under  Internal  Revenue  Code 

The  Trust  intends  to  qualify  as  a  qualified  state  tuition  program  under  Section  529 
of  the  Internal  Revenue  Code.  If  the  Trust  fails  to  attain  or  retain  such  qualification, 
the  Trustee  shall  promptly  either  amend  the  Trust  so  that  it  does  qualify,  or  shall 
terminate  the  Trust,  and  distribute  all  the  assets  of  the  Trust  to  the  Participants,  and 
the  Trust  shall  be  considered  to  be  rescinded  and  of  no  force  and  effect,  provided 
that  the  Trustee  in  his  sole  discretion  may  elect  not  to  terminate  the  Trust  if  the 
Tnistee  determines  that  such  termination  is  not  in  the  best  interests  of  the 
Participants  of  the  Trust. 

Participants  and  Beneficiaries  have  no  say  in  the  management  or  operation  of  the 
Trust,  including  the  selection  of  investments. 

Supervision  of  the  Trustee 

The  Trustee  is  supervised  by  MEFA's  Board  of  Directors.  The  Board  has  nine  mem- 
bers. Seven  members  are  appointed  by  the  (iovemor  of  Massachusetts.  The  other 
two  members  are  (i)  the  designee  of  the  Commonwealth's  Secretary  of  Adminis- 
tration and  Finance  and  (ii)  the  designee  of  the  Secretary  for  Economic  Affairs  of 
the  Commonwealth. 

Auditor  for  the  Trust  and  the  Portfolios 

Each  year  the  Trust  and  the  Portfolios  will  be  audited  by  an  independent  public 
accountant  selected  by  the  Trustee.  The  auditor  examines  financial  statements  for  the 
funds  and  provides  other  audit,  tax,  and  related  services.  The  first  audit  will  be  con- 
ducted after  the  fiscal  year  ending  on  June  30, 1999. 

Strategic  Advisers  and  Its  Affiliates  FideUty  Investments  is  one 
of  the  largest  investment  management  organizations  in  the  United  States  and  has  its 
principal  business  address  at  82  Devonshire  Street,  Boston,  Massachusetts  02109- 
It  includes  a  number  of  different  subsidiaries  and  divisions  which  provide  a  variety 
of  financial  services  and  products.  Various  Fidelity  companies  perform  activities 
required  for  the  operation  of  the  Trust. 

The  Portfolios  are  managed  by  Strategic  Advisers,  which  administers  the  asset  allo- 
cation program  for  each  Portfolio.  Strategic  Advisers  has  its  principal  address  at  82 
Devonshire  Street,  Boston,  Massachusetts  02109. 

Strategic  Advisers  has  six  separate  business  units  and  also  markets  a  financial  soft- 
ware product.  Five  of  these  units  provide  discretionary  investment  services  to  spe- 
cific types  of  investors.  The  sixth  unit  is  responsible  for  managing  the  Fidelity 
Freedom  Funds  and  the  Trust.  Four  of  the  five  Fidelity  Freedom  Funds  are  designed 
for  long-term  investors  seeking  capital  appreciation  with  reasonable  safety  of  prin- 
cipal through  a  single  investment  with  an  asset  allocation  strategy  that  becomes 
increasingly  conservative  over  time,  and  are  thus  somewhat  similar  to  the  Portfolios 
with  a  year  in  their  names.  The  fifth  Fidefity  Freedom  Fund  is  somewhat  similar  to 
College  Portfolio  in  tfiat  each  has  a  relatively  stable  asset  allocation.  Strategic 
Advisers  has  no  previous  experience  managing  mutual  funds,  other  tfian  the  Fidelity 
Freedom  Funds. 

FMR  is  each  underlying  Fidelity  fimd's  manager.  As  the  manager,  FMR  is  responsi- 
ble for  choosing  investments  for  each  Fidelity  ftmd  (except  Spartan  Market  Index 


Fund)  and  handling  each  Fidelity  fiind's  business  affairs.  Bankers  Trust  Company, 
(BT)  a  wholly-owned  subsidiary  of  Bankers  Trust  Corporation,  serves  as  sub- 
adviser  and  custodian  for  Spartan  Market  Index  Fund  and  chooses  the  fund's 
investments.  Fidelity  Investments  Money  Management,  Inc.,  as  affiliate  of  FMR, 
serves  as  sub-adviser  and  is  primarily  responsible  for  choosing  investments  for 
FideUty  Daily  Income  Trust,  Fidelity  Government  Income  Fund,  Fidelity  Intermediate 
Bond  Fund,  Fidelity  Investment  Grade  Bond  Fund,  and  Fidelity  Short-Term  Bond 
Fund.  Affiliates  assist  FMR  with  foreign  investments  for  each  Fidelity  hand  in  which 
tfie  Portfofios  may  invest,  except  Fidelity  Government  Income  Fund,  Fidelity  Daily 
Income  Trust,  and  Spartan  Market  Index  Fund. 

Ren  Cheng  is  the  current  manager  of  the  Portfolios,  which  he  has  managed  since 
inception.  He  is  also  co-manager  of  tfie  Fidelity  Freedom  Funds,  which  he  has  also 
managed  since  inception.  He  is  also  manager  of  structured  investments  for  Fidelity 
Management  Trust  Company,  which  he  has  managed  since  1994.  Mr.  Cheng  joined 
Fidelity  as  a  manager  in  1994.  Previously,  he  was  a  senior  portfolio  manager  for 
Putnam  Investments  from  1985  to  1994. 

investment  Principles  and  Risks  Each  Portfofio  seeks  to  achieve 
its  investment  objective  by  investing  in  a  combination  of  Fidelity  hinds:  domestic 
and  international  equity  funds;  investment  grade  and  high  yield  fixed-income  ftmds; 
and  short-term  bond  and  money  market  ftmds.  The  primary  difference  among  the 
Portfofios  is  tfieir  asset  allocations  among  these  types  of  hands. 

Each  Portfofio  seeks  capital  appreciation  witfi  reasonable  safety  of  principal,  con- 
sistent witfi  tfie  ages  of  tfie  Beneficiaries.  Except  for  College  Portfofio,  Strategic 
Advisers  allocates  each  Portfofio 's  assets  among  Fidefity  funds  according  to  an  asset 
aUocation  strategy  that  becomes  increasingly  conservative  over  time.  When  a 
Portfofio 's  asset  aUocation  target  nearly  matches  College  Portfofio 's  target,  tfie 
Portfofio  wiU  be  combined  witfi  College  Portfofio.  College  Portfofio 's  asset  alloca- 
tion is  expected  to  remain  stable. 

The  target  asset  aUocation  strategy  for  each  Portfofio  is  designed  to  provide  an 
approach  to  asset  allocation  tfiat  is  neither  overly  aggressive  nor  overly  conservative. 
In  general,  Sti^gic  Advisers  intends  to  manage  each  Portfofio  according  to  its  target 
asset  allocation  sti^egy,  and  does  not  intend  to  trade  actively  among  Fidefity  ftmds  or 
attempt  to  capture  short-term  market  opportunities.  However,  the  Trustee  reserves 
tfie  right  to  modify  tfie  target  asset  aUocation  strategy  for  any  Portfofio  and  to  modify 
tfie  selection  of  Fidefity  ftmds  for  any  Portfofio  fi"om  time  to  time. 

The  abifity  of  each  Portfofio  to  meet  its  investinent  objective  is  diredly  related  to  its 
target  asset  aUocation  among  Fidefity  funds  and  tfie  abifity  of  those  funds  to  meet 
tiieir  investinent  objectives.  Altfiough  tfie  Fidefity  ftmds  are  categorized  generally  as 
equity  (domestic  or  international),  fixed-income  (investment  g^ade  or  high  yield), 
and  short-term  bond  and  money  market  funds,  many  of  the  Fidefity  ftmds  may 
invest  in  a  mix  of  foreign  and  domestic  stocks,  investinent  grade  and  high  yield 
bonds,  and  otiier  securities. 

The  table  that  foUows  fists  tfie  Fidefity  ftmds  in  which  each  currentiy  existing 
Portfofio  currendy  may  invest  and  tfie  approximate  target  asset  aUocation  of  each 
Portfofio  to  each  Fidefity  ftmd  as  of  February  19, 1999.  The  Trustee  and  Strategic 
Advisers  may  change  tfiese  percentages  over  time.  For  a  brief  description  of  each 
FideUty  ftmd,  refer  to  "Descriptions  of  Fidefity  Funds,"  beginning  on  page  II. 
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1  UIIU  vdlCyUI  ICO 

Portfolio 
2018 

Portfolio 
2015 

Portfolio 
2012 

Portfolio 
2009 

Portfolio 
2006 

Portfolio 
2003 

Portfolio 

College 

EQUITY  FUNDS 

Domestic  Equity  Funds 

Fidelity  Blue  Chip  Growth  Fund 

10.53% 

10.46% 

9.90% 

8.55% 

7.20% 

5.62% 

3.26% 

2.70% 

Fidelity  Disciplined  Equity  Fund 

10.53% 

1 0.46% 

9.90% 

8.55% 

7.20% 

5.62% 

3.26% 

2.70% 

Fidelity  Dividend  Growth  Fund 

10.53% 

10.46% 

9.90% 

8.55% 

7.20% 

5.62% 

3.26% 

2.70% 

Fidelity  Equity-Income  II  Fund 

10.53% 

10.46% 

9.90% 

8.55% 

7.20% 

5.62% 

3.26% 

2.70% 

Fidelity  Fund 

10.53% 

10.46% 

9.90% 

8.55% 

7.20% 

5.62% 

3.26% 

2.70% 

Fidelity  Growth  &  Income  Portfolio 

10.53% 

10.46% 

9.90% 

8.55% 

7.20% 

5.62% 

3.26% 

2.70% 

Fidelity  OTC  Portfolio 

7.02% 

6.97% 

6.60% 

5.70% 

4.80% 

3.75% 

2.17% 

1 .80% 

Spartan  Market  Index  Fund 

7.80% 

7.75% 

7.33% 

6.33% 

5.33% 

4.16% 

2.42% 

2.00% 

International  Equity  Funds 

Fidelity  Diversified  International  Fund 

5.00% 

5.00% 

4.83% 

4.00% 

3.75% 

2.45% 

0.00% 

0.00% 

Fidelity  Overseas  Fund 

5.00% 

5.00% 

4.83% 

4.00% 

3.75% 

2.45% 

0.00% 

0.00% 

FIXED-INCOME  FUNDS 

U.S.  Investment  Grade 
Fixed-Income  Funds 

Fidelity  Investment  Grade  Bond  Fund 

0.00% 

0.32% 

2.84% 

8.04% 

11.31% 

15.43% 

18.20% 

15.07% 

Fidelity  Government  Income  Fund 

0.00% 

0.32% 

2.84% 

8.04% 

11.31% 

1 5.43% 

18.20% 

15.07% 

Fidelity  Intermediate  Bond  Fund 

0.00% 

0.21% 

1.85% 

5.26% 

7.40% 

10.09% 

1 1 .90% 

9.86% 

High  Yield  Fixed-Income  Fund 

Fidelity  Capital  &  Income  Fund 

12.00% 

1 1 .66% 

9.49% 

6.66% 

4.16% 

0.00% 

0.00% 

0.00% 

SHORT-TERM  BOND  AND 
MONEY  MARKET  FUNDS 

Fidelity  Short-Term  Bond  Fund 

0.00% 

0.00% 

'  0.00% 

0.34% 

2.51% 

6.26% 

'  13.76% 

20.00% 

Fidelity  Daily  Income  Trust 

0.00% 

0.00% 

0.00% 

0.34% 

2.51% 

6.26% 

13.76% 

20.00% 

The  following  chart  illustrates  the  approximate  target  asset  allocations  among  equit\',  ixed-income,  and  short-term  bond  and  mone\'  market  funds, 
depending  on  the  Benefician^'s  age.  The  Portfolios'  future  target  asset  allocalions  may  differ  from  this  illustration. 


0     1      2      3      4     5      6      7      8      9     10    11     12     13     14    15    16    17    18    19    20    21     22    23    24  25+ 

Age  of  Beneficiary 

H  Domestic  Equity'     H  Intemational     L_  U.S.  Investment  Grade       High  Yield  Fixed-    ■  Short-Term  Bond  and 
Funds  Equit\'  Funds         FLxed-Income  Funds        Income  Fund  Money  Market  Funds 
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Other  Investments  Each  Portfolio  may  also  invest  in  repurchase  agree- 
nienLs  in  order  to  eiim  ;ui  investment  return  on  any  cash  it  may  hold,  hi  a  repur- 
chase agreement,  a  Portfolio  buys  a  stH:urity  at  one  price  and  simultaneously  agrees 
to  sell  it  back  at  a  higlier  price.  Delays  or  losses  could  result  if  the  other  party  to 
the  agreement  defaults  or  becomes  insolvent. 

It  is  expected  that  the  Portfolios  will  hold  only  a  very  small  amount  of  cash  at  any 
time.  A  Portfolio  might  hold  cash  because  investmenLs  by  Participants  reach  it  at 
times  when  it  is  not  possible  to  invest  in  the  Fidelity  funds  immediately,  or  because 
a  Portfolio's  transfer  agent  and  a  Fidelity  fimd's  transfer  agent  have  slightly  different 
records  of  the  number  of  shares  that  the  Portfolio  holds  in  the  fimd. 

Conversely,  a  Portfolio  may  need  to  borrow  a  small  amount  of  money  from  time  to 
time  in  order  to  pay  for  shares  of  the  Fidelity  funds  or  to  pay  other  expenses.  Each 
Portfolio  may  borrow  from  banks.  If  a  Portfolio  borrows  money,  its  unit  price  may 
be  subject  to  greater  fluctuation  until  the  borrowing  is  paid  off. 

Securities  and  Investment  Practices  The  following  p^es  con- 
tain more  detailed  information  about  each  Fidelity  fund  in  which  a  Portfolio  may 
invest.  Except  for  small  investments  in  repurchase  agreements,  the  Portfolios  will 
not  make  any  investments  except  in  the  Fidelity  funds.  Participants  and  Benefici- 
aries have  no  voting  rights  with  respect  to  shares  of  the  Fidelity  funds  held  by  the 
Portfolios.  All  voting  decisions  with  respect  to  the  Fidelity  fiinds  will  be  made  by 
the  Trustee. 

Descriptions  of  Fidelity  Funds  The  following  descriptions  summa- 
rize the  investment  policies  of  the  Fidelity  funds  in  which  a  Portfolio  may  invest.  For 
more  information  about  any  Fidelity  fiind,  call  Fidelity  at  1-800-544-8888. 

EQUITY  FUNDS 

Domestic  Equity  Funds 

Blue  Chip  Growth  Fund  seeks  growth  of  capital  over  the  long  term  by  investing 
primarily  in  a  diversified  portfolio  of  common  stocks  of  well-known  and  estab- 
lished companies.  FMR  normally  invests  at  least  65%  of  the  fund's  total  assets  in  the 
common  stock  of  blue  chip  companies.  FMR  defines  blue  chip  companies  to 
include  those  with  a  market  capitalization  of  at  least  $200  million,  if  the  company's 
stock  is  included  in  the  S&P  500®  or  the  Dow  Jones  Industrial  Average,  or  $  1  bil- 
lion if  not  included  in  either  index. 

Blue  chip  companies  typically  have  a  large  number  of  publicly  held  shares  and  a 
high  trading  volume,  resulting  in  a  high  degree  of  Uquidity.  These  tend  to  be  quality 
companies  with  strong  management  organizations.  Companies  that  demonstrate  the 
potential  to  become  blue  chip  companies  in  the  fijture  may  also  be  selected  by  FMR 
for  the  fund's  investments. 

When  choosing  the  fimd's  domestic  or  foreign  investments,  FMR  seeks  companies 
that  it  expects  will  demonstrate  greater  long-term  earnings  growth  than  the  averse 
company  included  in  the  S&P  500.  This  method  of  selecting  stocks  is  based  on  the 
belief  that  growth  in  a  company's  earnings  will  eventually  translate  into  growth  in 
the  price  of  its  stock.  FMR  looks  at  strong  market  sectors  and  then  identifies  those 
companies  that  offer  the  most  attractive  values  based  on  earnings  prospects.  The 
fund's  sector  emphasis  may  shift  based  on  changes  in  the  sectors'  earnings  outlook. 

Disciplined  Equity  Fund  seeks  capital  growth.  FMR  normally  invests  at  least  65% 
of  the  fimd's  total  assets  in  common  stocks. 

FMR  seeks  to  reduce  the  impact  of  the  industry  weightings  on  the  performance  of 
the  fimd  by  considering  each  industry's  weighting  in  the  S&P  500  when  allocating 
the  fimd's  investments  across  industries. 

FMR  may  invest  the  fund's  assets  in  securities  of  foreign  issuers  in  addition  to  secu- 
rities of  domestic  issuers. 

In  buying  and  seUing  securities,  FMR  uses  a  disciplined  approach  that  involves 
computer-aided,  quantitative  analysis  supported  by  ftmdamental  analysis.  FMR's 
computer  model  systematically  reviews  thousands  of  stocks,  using  data  such  as  his- 
torical earnings,  dividend  yield,  earnings  per  share,  and  other  quantitative  factors. 
Then,  the  issuers  of  potential  investments  are  analyzed  further  using  ftmdamental 
factors  such  as  growth  potential,  earnings  estimates  and  financial  condition. 

Dividend  Growth  Fund  seeks  capital  appreciation  by  investing  primarily  in  com- 
panies that  FMR  befieves  have  the  potential  for  dividend  growth  by  either  increasing 
their  dividends  or  commencing  dividends,  if  none  are  currently  paid.  FMR  normally 
invests  at  least  65%  of  the  ftmd's  total  assets  in  equity  securities  of  these  companies. 

The  ftmd's  strategy  is  based  on  the  premise  that  dividends  are  an  indication  of  a 
company's  financial  health  and  companies  that  are  commencing  or  increasing  their 
dividends  have  an  enhanced  potential  for  capital  growth.  Although  the  ftmd  uses 


income  to  evaluate  its  investments,  it  is  important  to  recognize  that  the  ftmd  does 
not  invest  for  income. 

Equity-income  II  Fund  seeks  reasonable  income.  The  ftmd  will  also  consider  the 
potential  for  capital  appreciation.  The  ftind  looks  for  a  yield  that  exceeds  the  com- 
posite yield  on  the  securities  comprising  the  S&P  500. 

FMR  normally  invests  at  least  65%  of  the  ftmd's  total  assets  in  income-producing 
equity  securities.  FMR  may  also  invest  the  fund's  assets  in  other  types  of  equity 
securities  and  debt  securities,  including  lower-quafity  debt  securities. 

FMR  may  invest  the  fijnd's  assets  in  securities  of  foreign  issuers  in  addition  to 
securities  of  domestic  issuers. 

FMR's  emphasis  on  above-averse  income-producing  equity  securities  tends  to  lead 
to  investments  in  stocks  that  have  more  "value"  characteristics  than  "growth"  char- 
acteristics. However,  FMR  is  not  constrained  by  any  particular  investment  style.  In 
buying  and  selUng  securities  for  the  ftmd,  FMR  relies  on  ftmdamental  analysis  of 
each  issuer  and  its  potential  for  success  in  light  of  its  current  financial  condition,  its 
industry  position,  and  economic  and  market  conditions.  Factors  considered 
include  growth  potential,  earnings  estimates  and  management. 

Fidelity  Fund  seeks  long-term  capital  growth  by  investing  mainly  in  common 
stocks  and  securities  convertible  into  common  stocks.  In  pursuit  of  a  current 
return,  the  fimd  invests  in  some  securities  for  their  income  characteristics.  This 
two-fold  approach,  which  may  limit  the  fimd's  growth  potential,  leads  to  invest- 
ments in  a  broad  range  of  domestic  and  foreign  equity  and  debt  securities. 

Growth  &  Income  Portfolio  seeks  high  total  return  through  a  combination  of 
current  income  and  capital  appreciation  by  investing  mainly  in  equity  securities. 
FMR  expects  to  invest  the  majority  of  the  fiind's  assets  in  domestic  and  foreign 
equity  securities,  with  a  focus  on  those  that  pay  current  dividends  and  show  poten- 
tial earnings  growth.  However,  FMR  may  buy  debt  securities  as  well  as  equity  secu- 
rities that  are  not  currently  paying  dividends,  but  offer  prospects  for  capital 
appreciation  or  fiiture  income. 

ore  Portfolio  seeks  capital  appreciation  by  investing  primarily  in  securities 
traded  on  the  over-the-counter  (OTC)  market.  FMR  normally  invests  at  least  65% 
of  the  fimd's  total  assets  in  securities  principally  traded  on  the  OTC  market.  The 
fimd  focuses  on  common  stock  but  may  invest  in  securities  of  all  types. 

hi  the  OTC  market,  securities  are  traded  through  a  telephone  or  computer  network 
that  connects  securities  dealers.  A  security  that  trades  solely  on  the  OTC  market  is 
not  traded  on  the  floor  of  an  organized  exchange.  Securities  that  begin  to  trade 
principally  on  an  exchange  after  purchase  continue  to  be  considered  OTC  securi- 
ties for  the  purposes  of  the  65%  policy. 

The  fund  does  not  place  any  emphasis  on  income,  except  when  FMR  befieves 
income  will  have  a  favorable  influence  on  the  security's  market  value. 

Spartan  Market  Index  Fund  seeks  to  provide  investment  results  that  correspond 
to  the  total  return  of  a  broad  range  of  common  stocks  publicly  traded  in  the  United 
States. 

To  achieve  this  objective,  the  fimd  attempts  to  dupUcate  the  composition  and  total 
return  of  the  S&P  500.  The  S&P  500  is  made  up  of  500  common  stocks,  most  of 
which  trade  on  flie  New  York  Stock  Exchange  (NYSE).  Standard  &  Poor's  (S&P)  is 
neither  an  affifiate  nor  a  sponsor  of  the  fund,  and  inclusion  of  a  stock  in  the  index 
does  not  imply  that  it  is  a  good  investment.  The  S&P  500  is  a  widely  recognized, 
unmanaged  index  of  common  stock  prices.  It  is  generally  acknowledged  that  the 
S&P  500  broadly  represents  the  performance  of  pubficly  traded  common  stocks  in 
the  United  States.  Total  returns  for  the  S&P  500  assume  reinvestment  of  dividends 
but  do  not  include  the  effect  of  brokerage  commissions  or  other  fees. 

BT  normally  seeks  to  invest  at  least  80%  of  the  ftmd's  assets  in  equity  securities  of 
companies  that  compose  the  S&P  500. 

The  fimd  may  not  ahvays  hold  all  of  the  same  securities  as  the  S&P  500.  BT  may 
choose,  if  extraordinary  circumstances  warrant,  to  exclude  an  index  stock  from  the 
ftmd  and  substitute  a  similar  stock  if  doing  so  will  help  the  ftmd  achieve  its  objective. 

The  fund  may  not  track  the  S&P  500  perfectly.  Differences  between  the  S&P  500  and 
the  fimd's  portfolio  may  cause  differences  in  performance.  Even  if  the  fund's  invest- 
ments match  the  S&P  500  exactly,  its  returns  could  differ  on  a  day-to-day  basis 
because  of  differences  in  how  the  ftmd  and  the  S&P  500  are  valued.  The  fund  nor- 
mally values  all  of  its  investments  at  4:00  p.m.  Eastern  time.  The  S&P  500  is  valued 
by  its  sponsor,  who  may  use  different  closing  prices  than  the  ftmd  does.  In  addition, 
the  ftmd's  ability  to  replicate  the  S&P  500's  returns  will  depend  to  some  extent  on 
transaction  costs  and  the  size  and  fi-equency  of  cash  flows  into  and  out  of  the  fimd. 

The  ftmd  seeks  to  achieve  a  98%  or  better  correlation  between  its  total  return  and 
the  total  return  of  the  S&P  500.  FMR  monitors  correlation  between  the  performance 
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of  the  fund  and  that  of  the  S&P  500  on  a  monthly'  basis.  Correlation  is  measured  by 
comparing  the  fund's  monthly  total  returns  to  those  of  the  S&P  500  over  the  most 
recent  36-month  period.  In  the  unlikely  event  that  the  fund  cannot  achieve  a  correla- 
tion of  98%  or  b^ter,  the  trustees  will  consider  alternative  arrangements. 

International  Equity  Funds 

Diversified  International  Fund  seeks  capital  growth.  FMR  normally  invests  at 
least  65  %  of  the  fund's  total  assets  in  foreign  securities.  FMR  normally  invests  the 
fund's  assets  primarily  in  common  stocks. 

FMR  normally  diversifies  the  fund  s  investments  across  different  countries  and 
regions.  In  allocating  the  fund's  investments  aaoss  countries  and  r^ons,  FMR  will 
consider  the  size  of  the  market  in  each  country  and  region  relative  to  the  size  of  the 
international  market  as  a  whole. 

In  buying  and  selling  securities,  FMR  uses  a  disciplined  approach  thai  invoh'es 
computer-aided,  quantitative  analysis  supported  by  fundamental  analysis.  FMR's 
computer  model  systematically  reviews  thousands  of  stocks,  using  data  such  as  his- 
torical earnings,  dividend  yield,  earnings  per  share,  and  other  quantitative  Actors. 
Then,  the  issuers  of  potential  investments  are  analyzed  further  using  fundamental 
factors  such  as  growth  potential,  earnings  estimates  and  financial  condition. 

FMR  may  lend  the  fund's  securities  to  broker-dealers  or  other  institutions  to  earn 
income  for  the  ftind. 

Overseas  Fund  seeks  long-term  growth  of  capital.  FMR  normally  invests  at  least 
65%  of  the  fund's  total  assets  in  foreign  securities.  FMR  normally  invests  the  fimd's 
assets  primarily  in  common  stocks. 

FMR  normally  diversifies  the  fund's  investments  across  different  countries  and 
regions.  In  allocating  the  hind's  investments  across  countries  and  re^ons,  FMR  will 
consider  the  size  of  the  market  in  each  country  and  region  relative  to  the  size  of  the 
international  market  as  a  whole. 

In  buying  and  selling  securities  for  the  hind,  FMR  relies  on  fundamental  analysis  of 
each  issuer  and  its  potential  for  success  in  light  of  its  ourent  financial  condition,  its 
industry  position,  and  economic  and  market  conditions.  Factors  considered 
include  growth  potential,  earnings  estimates  and  management 

FMR  may  lend  the  fund's  securities  to  broker-dealers  or  other  institutions  to  earn 
income  for  the  ftmd. 

FIXED-INCOME  FUNDS 
Investment  Grade  Fixed-Income  Funds 

Investment  Grade  Bond  Fund  seeks  higji  current  income,  consistent  with  reason- 
able risk,  by  investing  in  L'.S.  doUar-doiominated  investment-grade  debt  securities 
under  nonnal  conditions.  TTie  fiind  also  considers  capital  preservation  and,  vvtoe 
appropriate,  takes  advant^  of  opportunities  to  realize  capital  appreciation.  The 
baichmark  index  for  the  fund  is  the  Lehman  Brothers  A^regate  Bond  Index,  a  marka 
value  weigjiled  benchmari<  of  investment-grade  fixed-rate  debt  issues  with  maturities  of 
one  year  or  more.  FMR  manges  the  fiind  to  have  similar  overall  interest  rate  risk  to 
the  index.  As  of  December  31, 1998,  tfie  dollar-weighted  average  maturity  of  the  fiind 
and  the  index  was  approximately  8.2  and  8.6  years,  respectively'. 

In  determining  a  security's  maturity  for  purposes  of  calculating  the  ftind's  average 
maturity,  an  estimate  of  the  average  time  for  its  principal  to  be  paid  may  be  used. 
This  can  be  substantially  shorter  than  its  staled  final  maturity. 

Government  Income  Fund  seeks  high  current  income,  consistent  with  preserva- 
tion of  principal,  by  investing  in  U.S.  Government  securities  and  instruments  related 
to  U.S.  Government  securities  under  normal  conditions.  The  benchmark  index  for 
the  hind  is  the  Lehman  Brothers  Government  Bond  Index,  a  market  value  weighted 
benchmarit  of  U.S.  Government  and  government  agenw  securities  (other  than 
mortgage  securities)  with  maturities  of  one  year  or  more.  FMR  manages  the  fund  to 
have  similar  overall  interest  rate  risk  to  the  index.  As  of  December  31, 1998,  the 
dollar-weighted  average  maturity  of  the  fund  and  the  index  was  approximately  8.9 
and  9.1  years,  respectively. 

In  determining  a  security  's  maturity  for  purposes  of  calculating  the  ftind's  average 
maturity,  an  estimate  of  the  average  time  for  its  principal  to  be  paid  may  be  used. 
This  can  be  substantially  shorter  than  its  stated  final  maturity: 

The  fund  normally  invests  only  in  U.S.  Government  securities,  repurchase  agree- 
ments and  other  instruments  related  to  U.S.  Government  securities.  FMR  normally 
invests  at  least  65%  of  die  ftind's  total  assets  in  U.S.  Government  securities  and 
repurchase  agreements  for  U.S.  Government  securities.  Other  instruments  may 
include  futures  or  options  on  U.S.  Government  securities  or  interests  in  U.S. 
Government  securities  that  have  been  repackaged  by  dealers  or  other  third  parties. 


It  is  important  to  note  that  neither  the  fund's  share  price  nor  its  yield  is  guaranteed 
by  the  U.S.  Government 

Intermediate  Bond  Fund  seeks  high  current  income  by  investing  in  U.S. 
dollar-denominated  investment-grade  debt  securities  under  normal  conditions. 
The  benchmark  index  for  the  ftind  is  the  Lehman  Brothers  Intermediate 
Government/Corporate  Bond  Index,  a  market  value  weighted  benchmark  of  gov- 
ernment and  investment-grade  corporate  fixed-rate  debt  issues  with  maturities 
between  one  and  10  years.  FMR  manages  the  ftind  to  have  similar  overall  interest 
rate  risk  to  the  index.  As  of  December  31, 1998,  the  dollar-weighted  average  matu- 
rity of  the  fund  and  the  index  was  ^proximately  5.3  and  4.4  years,  respectively.  In 
addition,  the  fund  normally  maintains  a  dollar-weighted  average  maturity  between 
three  and  10  years. 

In  determining  a  security's  maturity  for  purposes  of  calculating  a  hind's  average 
mamrity,  an  estimate  of  the  average  time  for  its  principal  to  be  paid  may  be  used. 
This  can  be  substantially  shorter  than  its  stated  final  maturity. 

High  Yield  Fixed-Income  Fund 

Capital  &  Income  Fund  seeks  income  and  capital  growth  by  investing  primarily 
in  debt  instruments,  convertible  securities,  and  common  and  preferred  stocks.  The 
ftmd  has  broad  flexibifity  to  pursue  its  goal  by  investing  in  instruments  of  any  type 
or  quahty;  but  FMR  expects  to  invest  the  majority  of  the  fund's  assets  in  debt  instru- 
ments and  convertible  securities,  with  particular  emphasis  on  lower-quafity  securi- 
ties. Many  of  these  securities  present  the  risk  of  def^t  or  may  be  in  defeulL  The 
ftmd  may  also  invest  in  ftitures  contracts  and  other  derivatives  to  adjust  its  invest- 
ment exposure. 

In  pursuit  of  its  goal,  the  fund  may  invest  in  the  equity  and  debt  securities  of 
domestic  and  foreign  companies  whose  financial  condition  is  perceived  to  be  trou- 
bled or  uncertain.  These  companies  may'  be  invohed  in  bankruptcy  proceedings, 
reorganizations,  or  financial  restructurings.  These  investments  may  be  considered 
speculative  and  may'  present  substantial  potential  for  loss  as  well  as  gain.  As  a 
result,  the  fimd's  share  price  may  be  particulariy  volatile. 

The  fimd's  success  depends  on  FMR's  financial  analysis  and  research,  and  its  ability 
to  identify  undervalued  investments  in  the  market  FMR's  analysis  focuses  on  a 
company's  relative  values  and  its  potential  for  success  in  fight  of  its  current  financial 
situation,  its  industry  position,  economic  conditions,  and  interest  rate  trends.  FMR 
also  evaluates  the  probable  outcome  of  any  pending  restructuring  and  any  legal  or 
regulatory  risks.  Because  of  the  ftind's  investment  strategy,  its  performance  is  espe- 
cially affected  by  individual  company  news. 

SHORT-TERM  BOND  AND  MONEY  MARKET  FUNDS 

Short-Term  Bond  Fund  seeks  high  current  income,  consistent  with  preservation 
of  capital,  by  investing  in  U.S.  dollar-denominated  investment-grade  debt  securities 
under  nomial  conditions.  The  benchmark  index  for  the  fund  is  the  Lehman 
Brothers  1-3  Year  Government/Corporate  Bond  Index,  a  market  value  weighted 
benchmark  of  government  and  investment-grade  corporate  fixed-rate  debt  issues 
with  maturities  between  one  and  three  years.  FMR  manages  the  ftind  to  have  similar 
overall  interest  rate  risk  to  the  index.  As  of  December  31, 1998,  the  dollar-weighted 
average  maturity  of  the  ftind  and  the  index  was  approximately  2.4  and  1.9  years, 
respect^'ely'.  In  addition,  the  ftind  normally  maintains  a  dollar-weighted  average 
maturity  of  three  years  or  less. 

In  determining  a  security's  maturity  for  purposes  of  calculating  the  ftmd's  average 
maturity,  an  estimate  of  the  average  time  for  its  principal  to  be  paid  may  be  used. 
This  can  be  substantially  shorter  than  its  stated  final  maturity. 

Fidelity  Daily  Income  Trust  seeks  to  earn  a  high  level  of  current  income  while 
maintaining  a  stable  Si. 00  share  price  by  investing  in  high-quafity,  short-term  secu- 
rities. The  ftmd  invests  only  in  hi^-quafity  U.S.  dollar-denominated  money  market 
securities  of  domestic  issuers,  including  U.S.  Government  securities  and  repurchase 
agreements.  The  ftmd  also  may  enter  into  reverse  repurchase  agreements. 

The  ftmd  complies  with  industry-standard  requirements  for  the  quahty,  maturity, 
and  diversification  of  its  investments,  which  are  designed  to  help  maintain  a  stable 
$  1 .00  share  price.  Of  course,  there  is  no  guarantee  that  the  ftmd  v\ill  maintain  a 
stable  S 1 .00  share  price.  While  the  ftmd  will  be  charged  premiums  by  a  mutual 
insurance  company  for  coverage  of  specified  types  of  losses  related  to  default  or 
bankruptcy  on  certain  securities,  the  ftmd  may  incur  losses  regardless  of  the  insur- 
ance. The  fund  will  purchase  only  high-quafity  securities  that  FMR  befieves  present 
minimal  credit  risks  and  will  observe  maturity  restrictions  on  securities  it  buys.  In 
general,  securities  with  longer  maturities  are  more  vuberable  to  price  changes, 
although  they  may  provide  higher  yields.  It  is  possible  that  a  major  change  in  inter- 
est rates  or  a  default  on  the  fund's  investinents  could  cause  its  share  price  (and  the 
value  of  yoiu-  investinent)  to  change. 
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The  fund  earns  income  at  current  money  market  rates.  It  stresses  preservation 
of  capital,  liquidity  and  income  and  does  not  seek  the  higher  yields  or  capital 
appreciation  that  more  aggressive  investments  may  provide.  The  fund's  yield  will 
vary  from  day  to  day  and  generally  reflects  current  short-term  interest  rates  and 
other  market  conditions. 

Additional  Risk  Considerations  of  the  Fidelity  Funds 

The  value  of  an  underlying  Fidelity  fund's  investments  varies  in  response  to  many 
factors. 

Stock  values  fluctuate  in  response  to  the  activities  of  individual  companies  and  gen- 
eral market  and  economic  conditions.  Securities  of  smaller  companies,  especially 
those  whose  business  involves  emerging  products  or  concepts,  may  be  more 
volatile  due  to  their  limited  product  lines,  markets,  or  financial  resources;  or  their 
susceptibility  to  major  setbacks  or  downturns.  Bond  values  fluctuate  based  on 
changes  in  interest  rates  and  market  conditions,  and  in  response  to  other  eco- 
nomic, political  or  financial  events,  and  on  the  bonds'  quality  and  maturity.  In 
general,  bond  prices  rise  when  interest  rates  fall,  and  f^  when  interest  rates 
rise.  Longer-term  bonds  and  zero  coupon  bonds  are  generally  more  sensitive 
to  interest  rate  changes. 

Lower-quality  debt  securities  (sometimes  called  "junk  bonds")  are  considered  to 
have  speculative  characteristics,  and  invoke  greater  risk  of  default  or  price  changes 
due  to  changes  in  the  issuer's  creditworthiness,  or  they  may  afready  be  in  default. 
The  market  prices  of  these  securities  may  fluctuate  more  than  higher-quality  securi- 
ties and  may  decline  significantly  in  periods  of  general  or  regional  economic  diffi- 
culty Lower-quality  securities  may  be  thinly  traded,  making  them  difficult  to  sell 
prompdy  at  an  acceptable  price.  Adverse  pubficity  and  changing  investor  percep- 
tions may  affect  the  ability  to  obtain  prices  for,  or  to  sell,  these  securities. 

hivestments  in  foreign  securities  may  involve  risks  in  addition  to  those  of  U.S. 
investments,  including  increased  political  and  economic  risk,  as  well  as  exposure 
to  currency  fluctuations. 

Fidefity  ftmds  with  an  international  focus  have  increased  economic  and  pofitical 
risks  as  they  are  exposed  to  events  and  factors  in  the  various  world  markets.  These 
risks  may  be  greater  for  hinds  that  invest  in  emerging  markets.  The  extent  of  eco- 
nomic development;  political  stabifity;  market  depth,  infrastructure  and  capitafiza- 
tion;  and  regiilatory  oversight  in  emerging  markets  is  generally  less  than  in  more 
developed  markets.  Emerging  market  economies  may  be  subject  to  greater  social, 
economic,  regulatory  and  political  uncertainties.  All  of  these  fectors  generally  make 
emerging  market  securities  more  volatile  and  potentially  less  fiquid  tfian  securities 
issued  in  more  developed  markets. 

Also,  to  the  extent  that  a  Fidefity  fimds'  investments  are  denominated  in  foreign  cur- 
rencies, changes  in  the  value  of  currencies  can  significantly  affect  a  ftmd's  share 
price.  Furthermore,  to  the  extent  that  a  Fidelity  fund  focuses  its  investments  in  a 
particular  country  or  group  of  countries,  its  performance  is  expected  to  be  closely 
tied  to  economic  and  pofitical  conditions  within  its  focal  area  and  more  volatile 
than  more  geographically  diversified  fimds. 

A  Fidefity  fund  can  use  a  variety  of  techniques  to  increase  or  decrease  the  hind's 
exposure  to  changing  security  prices,  interest  rates,  currency  exchange  rates,  com- 
modity prices,  or  other  factors  that  affect  security  values.  These  techniques  may 
invoke  derivative  transactions  such  as  buying  and  seUing  options  and  futures  con- 
tracts, entering  into  currency  exchange  contracts  or  swap  agreements,  purchasing 
indexed  securities,  and  selfing  securities  short.  There  is  no  guarantee  that  these 
strategies  wiU  work  as  FMR  intends. 

Bond  Funds  in  General.  The  yield  and  share  price  of  a  bond  fund  change  daily 
based  on  changes  in  interest  rates  and  market  conditions,  and  in  response  to  other 
economic,  pofitical,  or  financial  events.  The  types  and  maturities  of  the  securities  a 
bond  fund  purchases  and  the  credit  quality  of  their  issuers  will  impact  a  bond 
fund's  reaction  to  these  events. 

The  total  return  from  a  bond  includes  both  income  and  price  gains  or  losses.  While 
income  is  the  most  important  component  of  bond  returns  over  time,  a  bond  ftmd's 
emphasis  on  income  does  not  mean  the  ftmd  invests  only  in  the  highest-yielding 
bonds  available,  or  that  it  can  avoid  losses  of  principal. 

Interest  Rate  Risk.  In  general,  bond  prices  rise  when  interest  rates  faU  and  fall 
when  interest  rates  rise.  Longer-terra  bonds  are  usuaUy  more  sensitive  to  interest 
rate  changes.  In  other  words,  the  longer  the  maturity  of  a  bond,  the  greater  the 
impact  a  change  in  interest  rates  is  Ukely  to  have  on  the  bond's  price,  hi  addition, 
short-term  interest  rates  and  long-term  interest  rates  do  not  necessarily  move  in 
the  same  amount  or  in  the  same  direction.  A  short-term  bond  tends  to  react  to 
changes  in  short-term  interest  rates  and  a  long-term  bond  tends  to  react  to 
changes  in  long-term  interest  rales. 


Issuer  Risk.  The  price  of  a  bond  is  affected  by  the  credit  quafity  of  its  issuer 
Changes  in  the  financial  condition  of  an  issuer,  changes  in  general  economic  condi- 
tions, and  changes  in  specific  economic  conditions  tfiat  affect  a  particular  type  of 
issuer  can  impact  the  credit  quafity  of  an  issuer  Lower  quafity  bonds  generally  tend 
to  be  more  sensitive  to  these  changes  than  higher  quality  bonds. 

Prepayment  Risk.  Many  types  of  debt  securities,  including  mortgage  securities,  are 
subject  to  prepayment  risk.  Prepayment  risk  occurs  when  the  issuer  of  a  security 
can  prepay  principal  prior  to  the  security's  maturity.  Securities  subject  to  prepay- 
ment risk  generally  offer  less  potential  for  gains  during  a  decUning  interest  rate 
envfronment,  and  similar  or  greater  potential  for  loss  in  a  rising  interest  rate  envi- 
ronment. In  addition,  the  potential  impact  of  prepayment  features  on  the  price  of  a 
debt  security  may  be  difficult  to  predict  and  result  in  greater  volatifity 

Fidelity's  J^proach  to  Bond  Funds 

In  managing  bond  ftmds,  FMR  selects  a  benchmark  index  that  is  representative  of 
the  universe  of  securities  in  which  a  ftmd  invests.  FMR  uses  tiiis  benchmark  as  a 
guide  in  struchiring  the  fiind  and  selecting  its  investtnents. 

FMR  aUocates  assets  among  different  market  sectors  (for  example,  corporate  or 
government  securities)  and  different  maturities  based  on  its  view  of  the  relative 
value  of  each  sector  or  maturity. 

FMR  focuses  on  assembfijig  a  portfofio  of  income-producing  bonds  that  it  befieves 
wiU  provide  the  best  balance  between  risk  and  return  within  the  universe  of  securi- 
ties in  which  a  ftind  may  invest.  FMR's  evaluation  of  a  potential  investinent  includes 
an  analysis  of  the  credit  quafity  of  the  issuer,  its  structural  features,  its  current  price 
compared  to  FMR's  estimate  of  its  long-term  value,  and  any  short-term  trading 
opportunities  resulting  from  market  inefificiencies. 

Right  to  Change  Investment  Guidelines  The  Investinent 
Management  Agreement  between  the  Trust  and  Strategic  Advisers  includes  invest- 
ment guidefines,  which  are  reflected  in  tiiis  document.  Changes  in  guidefines  may 
be  made  from  time  to  time  by  the  Trustee  in  consultation  widi  Strategic  Advisers,  if 
investinent  conditions  indicate  that  such  changes  would  be  beneficial  and  accom- 
pfish  the  purposes  of  the  Trust.  The  Trustee  shall  make  due  allowance  for  the  time 
which  Strategic  Advisers  shall  have  to  come  into  compfiance  with  such  changed 
guidefines. 

The  investments  in  Fidefity  mutual  ftinds  presume  a  relationship  between  the  Plan 
and  Fidefity  and  are  subject  to  change  by  the  Trustee  in  the  event  that  the  relation- 
ship is  terminated. 

Change  of  Investment  Manager  and  IVtist 
Investments  The  Trustee  has  entered  into  an  Investinent  Management 
Agreement  with  Sti-at^c  Advisers  and  a  Management  and  Administi:^e  Services 
Agreement  with  Sti^itegic  Advisers  and  two  other  Fidefity  Investtnents  companies.  The 
initial  term  of  the  Mani^ement  and  Administrative  Services  Agreement  ends  on 
December  31, 2004.  The  i^eement  may  be  continued  for  additional  one-year  peri- 
ods upon  not  less  than  sixty  days'  written  notice  by  the  Trustee  to  Fidefity,  subject  to 
any  approvals  as  may  be  reqmred  under  then  ^pficable  Commonwealth  law.  No 
more  than  five  additional  one-year  extensions  may  be  executed  pursuant  to  the  terms 
of  the  existing  agreements.  However,  tiie  Trustee  and  Fidefity  may  by  mutual  ^ce- 
ment ftirther  extend  the  agreements  or  n^otiate  mutually  acceptable  replacement 
agreements  for  subsequent  periods.  The  Trustee  shall  exercise  each  of  tiie  five  one- 
year  extension  options  if  as  of  the  dose  of  the  thfrd  quarter  of  the  appficable  calendar 
year  in  which  tiie  Agreement  would  otherwise  expire  (i)  investinent  performance  is 
not  "substandard"  as  defined  in  the  Investinent  Management  Agreement,  and  (u) 
Fidefity  is  not  tiien  in  material  breach  of  the  Management  and  Administrative  Services 
Agreement 

The  Trustee  has  the  right  to  terminate  the  employment  of  Strategic  Advisers  and  its 
affifiates  earfier  under  certain  specified  cfrcumstances,  such  as  breach  of  tiie  con- 
tract, or  ff  Sh^gic  Advisers  has  produced  investinent  performance  witii  respect  to 
the  assets  of  the  Trust  that  is  substantially  below  levels  of  investment  performance 
with  respect  to  assets  of  similar  type  and  amount  tiiat  are  invested  in  investments 
similar  to  those  authorized  under  the  investinent  management  guidefines  estab- 
lished pursuant  to  tiie  Investinent  Man^ement  Agreement. 

UPON  THE  EXPIRATION  OR  EARLY  TERMINATION  OF  THE  ARRANGE- 
MENTS WITH  FTOELITY  INVESTMENTS,  THE  TRUSTEE  SHALL  DETERMINE 
HOW  THE  ASSETS  OF  THE  TRUST  AND  OF  EACH  PORTFOUO  SHAU  BE 
INVESTED  THEREAFTER,  AND  MAY  IN  THE  TRUSTEE'S  DISCRETION 
RETAIN  ANOTHER  INVESTMENT  MANAGER  FOR  SUCH  PURPOSE. 
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Fidelity's  Right  to  Withdraw  from  the  Plan  The  Edelin 
Investmoits  companies  ina\'  terminate  their  im  oh  ement  with  the  plan  if  the 
Commonw  ealth  of  Massachusetts,  the  Trustee,  the  Trust,  or  any  other  instnimental- 
it\'  of  the  Commonwealth  that  is  invoked  in  the  management,  direction,  or  control 
of  the  business  of  the  Plan,  has  engaged  in  any  acti\ities  wtich  make  Rdelit\'s  con- 
tinued invoh  ement  in  the  Plan  economicalh  unsound,  or  if  legislation,  wiiether 
stale,  federal,  or  otherwise,  makes  the  continued  operation  of  the  Plan  uneconomic 
or  not  in  the  best  interests  of  Participants  and/or  Beneficiaries.  Fidelity  ma\  also 
withdraw  if  NIEFA  breaches  the  terms  of  either  the  Investment  Management 
-^reement  or  the  Management  and  .\dminisiraii\e  Senices  Agreement. 

Sale  of  Units  Pursuant  to  the  Management  and  Administrati%e  Services 
.\greemenL  FBSI  markets  and  sells  interests  in  the  Plan.  FBSI  will  receke  compen- 
sation firom  Strategic  .\d\isers.  and  registered  representati\es  of  FBSI  wto  sell  inter- 
ests in  the  Plan  will  recei\e  compensation  from  FBSI. 

Holding  of  Units  in  Brokerage  Accounts  Your  units  will  be 
maintained  in  FBSI  brokerage  accounts  while  the  Trust  s  agreements  with  Fidelity 
Investments  remain  in  effect  FBSI  is  a  broker-dealer  registered  with  the  National 
Association  of  Securities  Dealers.  Inc.  FBSI  is  the  nations  second  largest  discount 
brokerage  firm,  and  is  engaged  in  a  wide  range  of  brokerage  services,  inchiding  the 
sale  of  Fidelity  In\"estments  mutual  funds. 

Recordkeeping  and  Compliance  I  nder  the  Management  and 
.\dministrati\  e  Senices  .\greement,  FBSI  is  responsible  for  performing  administra- 
tion and  recordkeeping  senices  necessan-  to  cany  out  the  purposes  of  the  Plan, 
including,  but  not  LUnited  to.  the  following:  (1)  maintaining  records  showing 
account  balances,  contributions.  in\estments.  tas  basis,  etc.:  (2)  tax  reporting 
senices.  including  the  furnishing  of  required  information  to  Participants  and 
Beneficiaries,  the  Internal  Revenue  Senice.  and  state  tax  authorities:  (3)  collecting 
bom  each  account  all  required  fees,  including  the  initial  application  fee.  and  all 
daih  and  annual  charges,  and  disbursing  a  portion  of  such  collected  fees:  and  (-i) 
maintaining  compliance  with  all  applicable  state  and  federal  law^  and  regulations, 
including  but  not  limited  to  filing  any  applications,  statements,  or  notices  as  the 
case  ma\  be  with  any  federal  or  state  governmental  authority. 

Right  to  Employ  Other  Fidelity  investment  Companies 

Strategic  Advisers  and  FBSI  ma\  use  the  senices  of  odier  companies  in  the  Fidelity 
Imestments  group  of  companies. 

Copies  of  Contracts  Copies  of  the  Imestment  Management  .^eement 
and  die  Man^ement  and  .\dmiiiistrali\e  Services  .\greement  are  available  bv  calling 
l-800-5-H-2~6. 

Federal  Tax  Treatment  of  Investments  and 
Distributions  The  following  discussion  is  a  summan  of  certain  aspects  of 
federal  income  and  gift  taxation  relating  to  an  investment  in  the  Portfolios.  It  is  not 
exhaustive  and  is  not  intaided  as  tax  advice.  The  Federal  tax  consequences  associ- 
ated with  an  im  estment  in  a  Portfolio  of  the  Plan  are  complex,  and  the  plication  of 
the  pertinent  tax  rules  to  a  particular  person  mav  van  according  to  fads  specific  to 
that  person.  A  qualified  tax  adviser  should  ahvav-s  be  consulted  regarding  die  appli- 
cation of  law  to  individual  circumstances.  In  adidition.  Participants  should  be  aware 
that  the  Internal  Revenue  Senice  has  issued  proposed  regulations  under  section  529 
of  the  Internal  Revenue  Code.  When  final  regulations  are  issued,  such  regulations 
mav  hav  e  a  significant  impact  on  the  tax  consequences  assodaied  with  inv  estments 
in  tfie  Portfolios. 

The  following  discussion  is  based  on  the  Code,  the  proposed  regulations  and  inter- 
pretations existing  on  the  date  of  this  document  It  is  possible  tbdl  Congress,  the 
Treasun  Department  the  IRS.  or  die  courts  ma\"  take  actions  that  will  affea  die 
Code,  the  proposed  regulations  and/or  the  interpretations  thereunder. 

There  mav'  also  be  state  and  local  tax  consequences  associated  with  imestments  in 
die  Portfolios,  .\gain.  you  should  consult  with  a  qualified  tax  adviser  concerning 
these  taxes. 

Federal  Income  Taxation  of  Investments  and  Distributions 

Am  imestmetit  gains  in  an  .\ccount  will  not  be  subjea  to  federal  income  tax  until 
thev  are  distributed.  How  the  monev  will  then  be  taxed  imder  federal  income  tax  law 
depends  on  wtether  the  monev  is  lised  for  qualified  higher  education  expenses. 

Qualified  higher  education  expenses  are  defined  in  section  529  of  the  Code  as 
tuition,  fees,  books,  supplies,  and  equipment  required  for  die  enrollment  or  atten- 
dance of  a  designated  beneficiary  at  an  eligible  educational  institution.  In  addition, 
the  term  also  includes  an  amoimt  for  room  and  board  for  students  wiio  attend 
school  at  least  half-time.  The  room  and  board  amount  caimot  exceed  die  minimum 


amount  applicable  to  the  smdent  included  in  die  "cost  of  attendance"  (as  defined 
under  federal  law)  at  die  eligible  educational  institution  for  such  period. 

Under  section  529  of  die  Code,  money  distributed  for  qualified  higher  education 
expenses  ("Qualified  Distributions")  will  be  treated  as  income  to  die  Beneficiary; 
and  taxed  at  die  Beneficiarys  tax  rate.  Each  Qualified  Distribution  will  consist  of 
two  parts  for  federal  income  tax  purposes.  One  pan  is  a  return  of  principal,  wtich 
is  not  taxable.  The  odier  is  a  distribution  of  earnings,  wtich  is  taxable.  For  a  given 
tax  year,  a  pro  rata  portion  of  die  total  amount  distributed  firom  an  Account  will  be 
considered  a  return  of  principal,  and  die  remainder  will  be  considered  a  distribu- 
tion of  taxable  earnings.  For  tiiis  purpose,  all  qualified  state  tuition  programs  of 
wtiich  an  individual  is  a  beneficiary  shall  be  treated  as  one  program. 

.Money  disuibuted  and  not  used  for  qualified  higher  education  expenses  ( "Non- 
(^ualified  Distributions")  will  be  treated  as  income  to  the  Participant  and  taxed  at 
die  Participant  s  tax  rate,  .\gain.  pro-rata  shares  of  amounts  distributed  are  treated 
as  non-taxable  return  of  principal  and  taxable  earnings.  In  addition,  section  529  of 
die  Code  requires  dial  die  Plan  impose  a  penalty  on  Non-Qualified  Distributions. 
This  penalty  is  currendv  set  at  10?o  of  die  earnings  distributed.  The  only  exceptions 
to  die  penalty  on  Non-Qualified  Distributions  are  for  (a)  distributions  made  on 
account  of  die  deadi  or  disability  of  die  Beneficiary,  (b)  distributions  made  on 
account  of  a  scholarship  received  by  die  Beneficiary,  so  long  as  die  distributions  do 
not  exceed  die  amount  of  die  scholarship,  and  (c)  rollover  distributions. 

Rollovers 

A  Participant  may"  roll  over  die  value  of  an  .\ccount  widiout  subiecting  die  rollover 
amount  to  Federal  income  tax  provided  certain  conditions  are  met  Section  529  of 
die  Code  sets  fonh  die  conditions,  wtich  are  as  follows:  ( 1 )  die  amount  distributed 
must  be  placed  in  anodier  qualified  state  utition  program  widun  60  days  of  die  dis- 
tribution: (2)  die  money  must  be  transferred  to  the  credit  of  a  different  designated 
ben^ciary;  and  (3)  die  designated  beneficiary  under  die  odier  qualified  state 
uution  program  must  be  a  "member  of  die  family"  of  die  original  designated  bene- 
ficiary as  set  forth  in  Code  section  1 52 (a) .  subsections  ( 1 )  dirough  (8) .  Thus  die 
new  beneficiary  must  hav  e  one  of  die  following  relationships  to  die  original  benrfl- 
cian"  (1)  son  or  daugjiter.  (2)  stepson  or  stepdaughter.  (3)  brodier.  sister,  step- 
brodier.  or  stepsister  i-i)  fadier  or  modier,  or  an  ancestor  of  eidier  (5)  stepfiher 
or  stepmodier  (6)  son  or  daughter  of  a  brodier  or  sister  (~)  brodier  or  sister  of 
die  Mier  or  modier  and  (8)  son-in-law.  daughter-in-law.  fadier-in-law.  mother-in- 
law,  brodier-in-law.  or  sister-in-law.  A  spouse  of  a  family  member  or  die  spouse  of  a 
benrfciary  is  also  considered  a  family  member. 

How  ever  if  die  new  beneficiary  is  a  member  of  a  yoimger  generation  dian  die  pre- 
vious beneficiary,  a  federal  gift  tax  may  apply.  The  tax  will  apply  in  die  year  in  which 
die  money  is  distributed  from  an  .\ccount 

Federal  Gift  and  Estate  Taxes 

The  special  rules  ^pUcable  to  qualified  state  tuition  programs  override  odier  gift 
and  estate  tax  rules. 

Invesnnents  in  an  Account  are  considered  completed  gifts  for  Federal  estate  and  gift 
tax  purposes.  Except  for  one  simation.  described  in  die  following  paragraph,  if  die 
Participant  on  an  Account  were  to  die  wtde  diere  were  still  money  in  an  Account 
die  value  of  die  Account  w  ould  not  be  included  in  die  Participant's  estate. 

Imestments  in  an  Account  are  subjea  to  Federal  gift  tax.  However,  if  an  im  estment 
by  a  Participant  in  a  single  year  is  greater  dian  S  10.0(X).  die  Participant  may  elect 
to  apply  die  S  10.000  annual  exchi^on  equally  over  a  five  year  period.  Thus,  a 
Participant  wto  makes  a  S 50.000  investtnent  in  an  Accoimt  in  a  year,  makes  die 
election,  and  makes  no  odier  gifts  to  die  Beneficiary  during  diat  year  or  die  next 
fotu"  y  ears  wotdd  not  incur  a  ^  tax  as  a  result  of  die  invesunent  However,  if  die 
Participant  dies  before  die  end  of  die  five  year  period,  die  portion  of  die  gift  aUoca- 
ble  to  die  years  remaining  in  die  fiv  e  year  period  w  ould  be  includable  in  die 
Participant's  estate  for  estate  tax  purposes. 

Hope  Scholarship  and  Lifetime  Learning  Credits 

Participants  and  Beneficiaries  may  also  benefit  from  Hope  Scholarship  Credits  and 
lifetime  Learning  Credits. 

The  Hope  Scholarship  Credit  is  an  amount  equal  to  100%  of  die  first  S 1 .000  of 
qualified  mition  and  related  expenses  paid  by  a  taxpay  er  during  die  taxable  year  for 
the  qualified  educational  expenses  of  a  smdent  during  any  academic  period  begin- 
ning in  such  taxable  year,  plus  50%  of  such  expenses  over  S  1.000.  but  die  maxi- 
mum credit  is  hmited  to  SI. 500  per  year  per  student  Hope  Scholarship  Credits 
may  be  used  only  during  tw  o  taxable  years.  They  are  not  av-adable  for  any  taxable 
year  if  die  smdent  has  completed  tw  o  years  of  post-secondary  education  before  die 
stari  of  die  taxable  year.  A  smdent  must  be  at  least  a  half-time  smdent  for  die  Hope 
Scholarship  Credit  to  be  available  \\idi  respect  to  a  taxable  yiear. 
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For  purpose  of  the  Hope  Scholarship  Credit  the  term  "qualified  tuition  and  related 
expenses"  m«ins  tuition  and  fees  required  for  the  enrollment  or  attendance  of  (a) 
the  taxpayer,  (b)  the  taxpayer's  spouse,  or  (c)  any  dependent  of  the  taxpayer  with 
respect  to  whom  the  taxpayer  is  allowed  a  deduction  under  section  151  of  die 
Internal  Revenue  Code,  at  an  eligible  educational  institution  for  courses  of  instruc- 
tion of  such  individual  at  such  institution. 

The  Lifetime  Leiuning  Credit  for  any  taxpayer  for  any  taxable  year  is  an  amount 
equal  to  20%  of  so  much  of  the  qualified  tuition  and  related  expenses  paid  by  the 
taxpayer  during  the  taxable  year  for  education  furnished  to  an  individual  during  any 
academic  period  beginning  in  such  taxable  year  as  does  not  exceed  $5,000.  The 
$5,000  becomes  $10,000  in  the  case  of  taxable  years  beginning  on  or  after  January 
1,  2003.  The  qualified  tuition  and  related  expenses  with  respect  to  an  individual 
who  is  an  eligible  student  for  whom  a  Hope  Scholarship  Credit  is  allowed  for  the 
taxable  year  shall  not  be  taken  into  account.  Qualified  tuition  and  related  expenses 
under  the  Lifetime  Learning  Credit  include  expenses  eligible  under  the  Hope 
Scholarship  Credit  with  respect  to  any  course  of  instruction  at  an  efigible  educa- 
tional institution  to  acquire  or  improve  job  skills  of  the  individual. 

The  Hope  Scholarship  and  Lifetime  Learning  Credits  are  non-refundable.  In  other 
words,  if  the  amount  of  the  credit  is  greater  than  the  amount  of  income  tax  other- 
wise owed,  use  of  the  credits  will  not  generate  a  cash  refund  to  the  taxpayer 

The  Hope  Scholarship  and  Lifetime  Learning  Credits  are  not  available  to  taxpayers 
whose  modified  adjusted  gross  income  exceeds  specified  levels.  Single  taxpayers 
whose  income  does  not  exceed  $40,000  can  take  fiill  advant^e  of  these  credits.  So 
can  married  taxpayers  filing  joint  returns  whose  modified  adjusted  gross  income 
does  not  exceed  $80,000.  Single  taxpayers  with  modified  adjusted  gross  incomes 
over  $50,000  and  married  taxpayers  with  adjusted  gross  incomes  over  $100,000 
cannot  use  the  credits  at  all.  Single  taxpayers  with  modified  adjusted  gross  incomes 
between  $40,000  and  $50,000,  and  married  taxpayers  with  modified  adjusted 
gross  incomes  between  $80,000  and  $100,000,  will  be  able  to  take  only  partial 
advantage  of  these  credits. 


If  a  parent  claims  a  child  as  a  dependent  on  dieir  Federal  income  tax  return,  only 
that  parent  may  make  use  of  the  Hope  Scholarship  Credit  or  the  Lifetime  Learning 
Credit. 

No  Hope  Scholarship  or  Lifetime  Learning  Credit  can  be  taken  with  respect  to  any 
expenses  for  which  another  deduction  is  allowed.  The  same  expenses  cannot  be 
used  for  both  a  Hope  Scholarship  Credit  and  a  Lifetime  Learning  Credit. 

The  credit  amounts  and  income  limits  will  be  increased  for  inflation  beginning  in 
2002. 

Hope  Scholarship  Credit  and  Lifetime  Learning  Credit  Not  Available  if 
Education  LRA  Exclusion  Used  in  Same  Year 

A  taxpayer  who  elects  to  treat  distributions  from  an  Education  IRA  as  tax-free  dur- 
ing a  given  year  cannot  also  claim  a  Hope  Scholarship  Credit  or  a  Lifetime  Learning 
Credit  for  the  same  taxable  year. 

Lnvestments  in  Qualified  State  Tuition  Program  and  Education  IRA 
in  the  Same  Year 

If  any  amount  is  invested  in  any  Education  IRA  for  a  particular  beneficiary  in  the 
same  year  that  there  is  any  investment  in  a  qualified  state  tuition  program  for  the 
same  beneficiary,  some  or  all  of  the  amount  invested  in  the  Education  IRA  wiU  be 
treated  as  an  "excess  contribution"  under  section  4973  of  die  Code  and  will  gener- 
aUy  be  subject  to  a  penalty  tax  of  6%  of  the  amount  invested.  However,  the  penalty 
tax  will  not  apply  if  the  amount  of  the  investment,  and  any  earnings  thereon,  is  dis- 
tributed on  or  before  the  day  prescribed  by  law  for  filing  the  taxpayer's  return  for 
such  taxable  year. 


71856.001 


15 


MACIT-PRO-0399 
1.715886 


College  Inveiting  Plan" 


PARTICIPANT  HANDBOOK 

Once  you've  opened  an  account  the  next  three  pages  outline  how  U.Fund  investors  conduct  business  with  Fidelity  Investments.  It  includes  the  following  information: 

■  How  to  make  contributions  to  your  account 

■  How  to  make  withdrawals  from  your  account 

■  How  to  change  the  beneficiary  on  your  account 

If  you  have  any  questions  about  the  handbook,  or  would  like  additional  information,  please  call  800-544-2776  to  speak  with  a  U.Fund  representative. 

Making  an  Investment  to  Your  Account 

Minimum  Investments* 

Initial  Investments  must  be  made  by  check 

Initial  Investment  To  Add  to  an  Account 

$1,000  $50 

$  50  monthly  with  FideUty  Automatic  Account  Builder®  (FAAB)  $  50  monthly  or  $  1 50  quarterly 

*If  you  are  interested  in  transferring  amounts  from  an  existing  Fidelity  account,  please  call  our  U.Fund  representatives  for  information. 

Maximum  Investments 

A  single  beneficiary  may  receive  investments  from  more  than  one  participant.  For  instance  a  father,  a  mother,  and  a  grandparent  could  each  estabfish  an  account 
on  behalf  of  a  single  beneficiary.  However,  federal  tax  law  Umits  the  amount  that  can  be  invested  on  behalf  of  a  beneficiary.  Total  amounts  invested  on  behalf  of 
a  beneficiary  may  not  exceed  the  anticipated  costs  of  the  beneficiary's  education.  The  maximum  investment  to  the  U.Fund  is  determined  by  factoring  together  the 
following  key  information  (although  other  factors  may  apply): 

■  federal  and  state  legislation  requirements, 

■  the  anticipated  costs  of  education, 

■  the  timing  and  amount  of  your  investment(s),  and 

■  the  value  of  all  investments  designated  for  a  particular  beneficiary  as  of  December  31  each  year 

If  it  is  determined  that  an  investment  will  exceed  the  maximum  for  your  designated  beneficiary,  the  investments  may  not  be  accepted.  Amounts  exceeding  the  man- 
dated maximums  will  be  returned  to  you.  You  will  be  notified  periodically  of  amounts  available  to  be  invested.  The  investment  maximums  will  be  changed  annually  in 
accordance  with  current  college  expenses. 

How  to  Invest  in  Your  Account 
By  Mail 

■  Read  the  Customer  Agreement,  Participation  Agreement  and  Fact  Kit  carefully  Complete  and  sign  the  U.Fund  College  Investing  Plan  Account  Appfication.  Make 
your  check  payable  to  Fidelity  Brokerage  Services,  Inc.  Mail  the  signed  Account  Appfication  and  check  in  the  postage  paid  envelope  enclosed  with  your 
appfication.  If  you  want  to  make  additional  investments  by  check,  mail  your  check  to  Fidefity  Investments,  College  Plan  Service  Center,  PO.  Box  770001, 
Cincinnati,  OH  45277-0015  and  indicate  your  account  number  on  the  check.  If  you  do  not  provide  your  account  number,  your  investment  may  be  delayed. 

By  Automatic  Account  Builder 

■  Use  Fidehty  Automatic  Account  Builder  to  make  regular  monthly  or  quarterly  investments  to  your  account.  Sign  up  for  this  service  when  opening  an  account 
(see  section  4  on  the  AppUcation),  or  call  800-544-2776  to  add  it.  Please  note  that  your  Automatic  Account  Builder  may  be  suspended  if  investments  on  behalf 
of  a  beneficiary  exceed  the  maximum  amount  which  may  be  invested  to  your  account.  You  should  allow  approximately  30  days  before  your  first  transfer  is  initi- 
ated. One  identical  name  must  appear  on  both  your  bank  account  and  U.Fund  account. 
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By  ire 

■  Once  you  have  established  your  account  and  made  an  initial  investment  by  check,  you  may  arrange  to  wire  additional  investments  to  your  account  by  pro\iding 
your  bank  information  to  Fidelity.  Your  wire  must  generally  be  received  and  accepted  by  FideUty  before  4  p.m.  ET  for  money  to  be  credited  the  same  day  Call 
800-544-2-''6. 

■  By  pa\Toll  deduction  or  direct  deposit 

Note:  Pavment  must  be  received  by  the  L  .Fund  by  4  p.m.  ET  in  order  to  receive  the  next  computed  closing  price.  If  you  want  to  sell  securities  (including  mutual 
fund  shares)  and  use  the  proceeds  to  invest  in  the  Plan,  then  the  purchase  of  the  Plan  will  occur  the  business  day  after  the  redemption  of  these  securities.  If  you 
are  transferring  proceeds  from  a  mutual  fund  accoimt,  the  purchase  will  occur  the  business  day  after  the  redemption  of  the  mutual  fund  position. 

Withdrawing  from  Your  Account 

Investment  gains  in  the  program  are  federal  income  tax-deferred  imtil  withdraw.  Unlike  other  programs  that  offer  full  benefits  only  if  your  beneficiary  attends  a 
school  that  participates  in  the  program,  with  the  U.Fimd  there  are  no  Umits  on  the  schools  your  benefician  can  attend  provided  the  school  is  accredited  and  quali- 
fied to  participate  in  Federal  smdent  aid  programs.  Under  federal  tax  law,  any  money  not  used  for  qualified  higher  education  expenses  must  generally  be  subjea  to  a 
penalty;  With  the  U.Fund  the  penaltv  is  10%  of  any  earnings  withdrawn.  There  are  exceptions  to  this  penaltv'  if: 

■  your  beneficiarv  receives  a  scholarship  and  you  withdraw  the  equivalent  of  the  amount  received  from  that  scholarship,  or 

■  your  beneficiary  becomes  disabled  as  determined  by  a  registered  physician,  or 

■  your  beneficiar\-  dies,  or 

■  you  rollover  the  assets  to  another  529  plan  for  a  family  member  of  the  previous  benefician. 

If  your  benefician  chooses  not  to  go  to  college,  you  can  change  the  benefician  to  be  another  member  of  the  beneficiary's  family,  such  as  a  brother  or  sister,  without 
incurring  any  federal  income  tax  consequences.'  For  the  definition  of  family  member  see  the  next  page. 

How  to  Withdraw  from  Your  Account 

Qualified  Withdrawals  to  Pay  for  Higher  Education  Expenses 

■  You  may  request  a  withdraw  al  by  completing  a  Distribution  Request  Form  and  sending  it  to  the  address  on  the  form.  Along  with  your  completed  withdrawal 
form,  you  must  include  copies  of  bills  or  receipts  for  the  quahfied  withdrawal  requested. 

■  The  bills  and  receipts  enclosed  with  your  request  must  be  for  quahfied  higher  education  expenses.  Those  expenses  include: 

•  tuition,  fees,  books,  supphes,  and  equipment  required  for  enroUment 

•  room  and  board  expenses  if  the  student  is  attending  the  eUgible  educational  institution  at  least  half-time,  (If  the  student  resides  off-campus,  these  expenses  may 
not  exceed  amoimts  designated  by  federal  regulations,) 

■  To  be  ehgible  to  take  a  quahfied  withdrawal,  your  beneficiary's  educational  institution  must  be  accredited  as  defined  in  26  U.S.C.  Section  1088,  as  in  effect  as  of 
.\ugust  5,  1997,  and  be  ehgible  to  participate  in  certain  aid  programs  under  the  Higher  Education  Act  of  1965,  Tide  IV.  This  includes  most  four-year  colleges  and 
universities  and  some  tw  o-year  institutions  and  proprietan  and  vocational  schools. 

■  Your  withdrawal  will  be  made  in  the  form  of  a  check.  The  withdrawal  check  will  be  made  payable  to  the  educational  institution  for  the  benefit  of  your  benefi- 
cian' or  in  the  case  of  reimbursement  for  books  or  off-campus  hving  expenses,  to  your  designated  benefician'. 

■  If  you  make  a  full  withdrawal  and  have  not  yet  been  charged  your  annual  administration  fee,  you  may  be  subject  to  a  pro-rated  administration  fee. 
Non-Qualified  Withdrawals 

(i.e.,  withdrawals  not  used  to  pay  for  quahfied  higher  education  expenses) 

■  You  may  request  a  withdrawal  by  completing  a  Distribution  Request  Form.  The  form  will  ask  you  to  provide  some  of  the  following  information: 

•  your  name 

•  your  beneficiarv''s  name 

•  your  account  number 

•  the  dollar  amoimt  you  wish  to  withdraw 

•  the  name  and  address  of  the  payee 

■  As  required  by  tax  law,  a  penalty  of  10%  of  earnings  (not  principal)  will  apply  to  any  non-quahfied  withdrawals  -  unless  the  withdrawal  is  the  result  of: 

•  a  scholarship  reimbursement 

•  the  disabihtv'  of  die  beneficiary 

•  the  deadi  of  the  beneficiary 


'  Howevec  changing  the  benefidary  to  s(nneone  in  a  younger  geno^on  in 
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■  if  you  make  a  full  withdrawal  and  have  not  yet  been  charged  your  annual  administration  fee,  you  may  be  subject  to  a  pro-rated  administration  fee. 
Rollovers  to  other  Qualified  State  TXiition  Programs 

You  may  request  a  rollover  to  another  plan  by  completing  a  Distribution  Request  Form.  Your  rollover  will  be  tax-free  and  penalty-free  provided  that  you  name  a 
new  benefici>iry.  who  is  a  fiunily  member  of  the  existing  beneficiary,  and  that  the  rollover  is  completed  within  60  days  of  the  distribution.  We  will  make  your  check 
payable  to  your  new  plan  for  your  benefit,  but  we  will  mail  the  check  to  you  at  your  current  address  of  record.  The  cost  basis  of  your  rollover  will  be  mailed  sepa- 
rately from  your  rollover  check.  You  will  need  to  provide  your  cost  basis  to  your  new  plan  administrator. 

Changing  the  Beneficiary  on  Your  Account 

You  can  change  your  Account  so  that  it  is  for  the  benefit  of  another  beneficiary  who  is  a  family  member  of  your  original  beneficiary.  If  you  do  this,  there  is  no 
penalty.  If  you  wish  to  change  the  beneficiary  to  a  non-family  member,  this  would  be  treated  as  a  withdrawal  and  subject  to  taxes  and  a  penalty  of  10%  of  the  invest- 
ment gains  withdrawn. 

If  you  make  a  full  transfer  to  an  account  for  another  beneficiary,  you  may  be  subject  to  a  pro-rated  administration  fee. 
How  to  Change  Your  Beneficiary  to  a  Family  Member 

■  You  may  request  a  change  of  beneficiary  by  completing  a  Beneficiary  Change  Request  Form  and  sending  it  to  the  address  on  the  form.  You  cannot  name  yourself 
as  your  own  beneficiary. 

■  On  your  Beneficiary  Change  Request  Form,  you  will  be  asked  to  certify  the  relationship  between  the  new  beneficiary  and  your  original  beneficiary.  The  new 
beneficiary  must  be  a  family  member  of  your  original  beneficiary.  A  family  member  is  defined  in  section  152(a)  (l)-(8)  of  the  Internal  Revenue  Code  and 
generally  means  a: 

•  sibhng  (including  half-brother/sister)  or  step-sibling 

•  niece  or  nephew 

•  parent  or  step-parent 

•  child  or  step-child 

•  grandparent 

•  aunt  or  uncle 

•  mother/father,  brother/sister  or  daughter/son  in-law 

•  spouse 

•  spouse  of  any  "family  member"  Usted  above 

Please  note:  If  the  new  beneficiary  is  a  member  of  a  younger  generation  than  the  previous  beneficiary,  a  federal  gift  tax  may  apply  Consult  a  tax  adviser  for  your  particular  sitaation. 

Contacting  Us 

If  you  want  to  call  us,  please  call  800-544-2776.  If  you  want  to  contact  us  in  writing,  send  your  letters  and  account  information  to: 

U.Fund  College  Investing  Plan 
c/o  FideUty  Investments 
College  Plan  Service  Center 
PO.  Box  770001 
Cincinnati,  OH  45277-0015 


71854.001 
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MAaT-WELHB-0399 
1.715887 


ACCOUNT  INFORMATION 


Participation  Agreement 


Fidelity      invesiments-     for  thc  U.  Fund  Collegc  Invcstlng  Plan 

Established  and  Maintained  by  the 
Massachusetts  Educational  Financing  Authority  ^{jj^ 


and  Administered  by  Fidelity  hivestments 


College  /nvfsting  Plan" 


General  Information 

Read  this  agreement  and  complete  a  Fidelity  Brokerage  Services,  Inc.  brokerage  account  appli- 
cation and  mail  it  to: 

Fidelity  Investments  College  Plan  Service  Center,  P.O.  Box  770001,  Qncinnati,  OH  45277-0015 
The  Participant  ("you"),  the  Massachusetts  Educational  Financing  Authority  Higher  Education 
Savings  Plan  Trust  (the  "Trust"),  and  Fidelity  Brokerage  Services,  Inc.  ("FBSI")  agree  as  follows: 


1 .  Accounts  and  Beneficiaries. 

(a)  Opening  Accounts.  You  may  open  one  or  more  Accounts.  The  purpose  of  each 
Account  is  to  provide  for  the  qualified  higher  education  expenses  (as  defined  in  section  529  of 
the  Internal  Revenue  Code  of  1986,  as  amended  (the  "Code"))  of  one  Beneficiary. 

(b)  Separate  Accounts.  The  Trust  will  maintain  a  separate  Account  for  each  Beneficiary. 
Each  Accoimt  will  be  governed  by  this  Agreement  and  the  Trust's  Declaration  of  Trust.  All  assets 
held  in  your  Accounts  will  be  held  for  the  exclusive  benefit  of  you  and  your  Beneficiaries. 

(c)  Naming  and  Changing  Beneficiaries.  You  will  name  the  Beneficiary  for  an  Account  in 
the  Account  application.  You  can  change  the  Beneficiary  at  any  time,  but  no  one  else  can 
change  the  Beneficiary.  The  new  Beneficiary  must  be  a  "member  of  the  family"  of  the  original 
Beneficiary,  as  that  term  is  defined  under  section  529(e)  (2)  of  the  Code.  The  designation  of 
the  new  Beneficiary  will  be  effective  on  the  first  day  following  receipt  of  the  appropriate  form, 
properly  completed. 


2.  Investments. 

(a)  Investments  to  be  in  Cash.  All  investments  will  be  in  cash  in  order  to  comply  with  the 
requirements  of  the  Code.  Cash  means  only  (i)  checks,  (ii)  electronic  hinds  transfers  from 
your  bank,  (iii)  payroll  deductions  made  by  yoiu-  employer,  (iv)  funds  wired  through  the 
Federal  Reserve  system  and  (v)  proceeds  transferred  fi'om  your  FideUty  Investments  mutual 
fund  or  brokerage  account. 

(b)  Minimimi  Initial  Investment.  The  initial  investment  in  each  Account  will  be  at  least 
$50  if  you  agree  to  invest  at  least  $50  each  month  thereafter,  or  $150  each  quarter  thereafter 
Otherwise  the  minimum  initial  investment  is  $1,000,  and  you  do  not  need  to  make  any  addi- 
tional investment. 

(c)  Additional  Investments.  You  may  make  additional  investments  of  at  least  $50  at  any 
time,  subject  to  the  overall  Umit  described  in  the  next  paragraph. 

(d)  Maximum  Investment  Limit.  The  Trust  will  set  a  maximum  investment  Umit  for  each 
Beneficiary  for  each  calendar  year.  If  there  are  no  accounts  open  for  a  Beneficiary  at  the  end  of 
a  calendar  year  the  most  that  can  be  invested  for  the  Beneficiary  in  the  next  calendar  year  is  the 
maximum  investment  limit.  If  any  Accounts  are  open  for  a  Beneficiary  on  December  3 1 ,  the 
Umit  for  the  next  year  will  be  the  maximum  investment  Umit  for  the  next  year  less  the  value  of 
aU  accounts  for  the  Beneficiary  as  of  December  31.  The  Trust  will  inform  Participant  of  the 
maximum  investment  Umit  for  each  year.  The  Trust  will  remm  the  portion  of  any  investment  that 
exceeds  the  maximum  investment  Umit.  The  Umit  will  be  designed  to  comply  with  the  excess 
contribution  Umit  required  by  section  529(b)  (7)  of  the  Code. 


3.  Distributions  from  Accounts.  You  may  direct  the  Trustee  to  distribute  part 
or  aU  of  the  money  in  an  Account  at  any  time. 

(a)  You  must  complete  a  Distribution  Notice  form  containing  information  required  by  the 
Trustee.  The  Trustee  may  change  the  form  from  time  to  time. 

(b)  The  Trustee  will  examine  each  Distribution  Notice  and  determine  whether  the  pro- 
posed distribution  is  a  Qualifying  Distribution  or  a  Non-QuaUfying  Distribution  (each  term  is 
defined  below).  The  Trustee  will  notify  you  of  the  determination  no  later  than  sixty  (60)  days 
after  the  determination. 

(c)  "QuaUfying  Distribution"  means  any  distribution  that  the  Trustee  determines  is  (i)  to 
be  appUed  for  qualified  higher  education  expenses;  (u)  on  account  of  the  death  or  disabifity  of 


the  Beneficiary;  or  (iii)  on  account  of  the  receipt  by  the  Beneficiary  of  a  scholarship,  waiver  of 
tuition  or  similar  benefit  that  the  Trustee  determines  cannot  be  converted  into  money  by  the 
Beneficiary,  but  only  to  the  extent  that  die  amount  of  the  distribution  does  not  exceed  the 
amount  of  the  scholarship,  waiver  of  tuition  or  similar  benefit.  You  wiU  submit  any  documenta- 
tion that  the  Trustee  may  require  as  evidence  that  a  distribution  is  to  be  a  Quali^g 
Distribution,  in  such  form  as  the  Trustee  may  require. 

(d)  If  the  Trustee  determines  that  the  proposed  distribution  is  a  Qualifying  Distribution, 
then  the  Trustee  will  autiiorize  die  distribution  of  die  entire  amount  requested  in  die 
Distribution  Notice  by  you,  less  any  state  or  federal  taxes  to  be  widiheld. 

(e)  "Non-QuaUfying  Distiibution"  means  any  distribution  dial  is  not  a  QuaU^g 
Distribution. 

(f)  If  the  Trustee  determines  diat  die  proposed  distribution  is  a  Non-Qualifying 
Distribution,  dien  die  Trustee  will  assess  a  penalty  equal  to  10  percent  of  diat  portion  of  such 
distribution  diat  is  attributable  to  investinent  gains  in  die  Account.  Any  penalty  assessed  gainst 
an  Account  pursuant  to  dus  paragraph  shall  be  immediately  charged  against  die  Account  and 
paid  to  die  Trustee.  The  Trustee  will  audiorize  die  distribution  only  of  die  remaining  amount 
requested  in  die  Distribution  Notice  by  you,  less  any  state  or  federal  taxes  to  be  widiheld. 

(g)  The  Trustee  will  provide  you  widi  notice  of  any  penalty  assessed  on  a  Non-Qualifying 
Distiibution.  If  you  provide  satisfactory  evidence  to  die  Trust  diat  die  distribution  is  a  QuaUfying 
Distiibution  before  die  earUer  of  (i)  die  60di  day  foUowing  die  date  die  Distribution  Notice  is 
received  by  the  Trust,  or  (u)  December  31  of  die  year  in  which  die  Distiibution  Notice  is 
received  by  die  Trust,  dien  die  Trustee  will  credit  die  account  widi  die  amount  of  die  previously 
assessed  penalty. 

(h)  Notwidistanding  any  odier  provision  of  diis  agreement,  die  Trustee  may  terminate  an 
Account  upon  a  determination  diat  you  or  die  Account's  Beneficiary  has  provided  false  or  mis- 
leading information  to  die  Trust,  FBSI  or  an  eUgible  educational  institiition.  Upon  such  a  finding 
and  a  termination,  die  Trustee  will  assess  die  penalty  described  in  Paragraph  3(0  widi  respect 
to  die  amount  held  in  die  Account.  Any  penalty  assessed  against  an  Account  pursuant  to  diis 
paragraph  will  be  charged  against  die  Account  and  paid  to  die  Trustee.  The  Trustee  will  pay  you 
die  balance  remaining  in  die  Account  after  such  penalty  assessment,  less  any  state  or  federal 
taxes  to  be  widiheld. 


4.  Your  Representations  and  Acicnowiedgments.  You  hereby  repre- 
sent and  warrant  to,  and  agree  widi  die  Trust  and  FBSI  as  foUows: 

(a)  You  have  received  and  read  die  document  entided  The  U.FUND  COLLEGE  INVESTING 
PLAN  FACT  KIT  and  have  carefully  reviewed  all  die  information  contained  dierein,  including 
information  provided  by  or  widi  respect  to  die  Trust  and  FBSI.  You  have  been  given  an  opportu- 
nity widiin  a  reasonable  time  prior  to  die  date  of  diis  Agreement  to  ask  questions  and  receive 
answers  concerning  (i)  an  investinent  in  die  Plan,  (ii)  die  terms  and  conditions  of  die  Trust, 
and  (iii)  diis  Agreement  and  die  FBSI  customer  agreement,  and  to  obtain  such  additional  infor- 
mation necessary  to  verify  die  accuracy  of  any  information  furnished.  You  have  had  die  oppor- 
tiinity  to  ask  questions  of  a  representative  of  die  Trust  and  have  received  satisfactory  answers  to 
any  questions  asked. 

(b)  You  acknowledge  and  agree  diat  die  value  of  any  Account  will  increase  or  decrease 
each  day  diat  die  New  York  Stock  Exchange  is  open  for  tt-ading,  based  on  die  investment  perfor- 
mance of  die  investinent  portfoUo  of  the  Trust  in  which  die  Account  is  dien  invested,  and  diat 
each  investinent  portfoUo  of  die  Trust  will  invest  in  mutual  funds  selected  by  Strategic  Advisers, 
Inc.  (a  FideUty  Investinents  company),  or  one  or  more  odier  investment  advisers  diat  may  be 
hired  by  die  Trust  YOU  UNDERSTAND  THAT  THE  VALUE  OF  ANY  ACCOUNT  MAY  BE 
MORE  OR  LESS  THAN  THE  AMOUNT  INVESTED  IN  THE  ACCOUNT  You  agree  diat  aU 
investment  decisions  will  be  made  by  Sti^egic  Advisers,  Inc.,  or  any  odier  adviser  hired  by  die 
Trust,  and  diat  you  will  not  direct  die  investment  of  any  ftmds  invested  in  die  Trust,  eidier 
direcdy  or  indirecdy  You  also  acknowledge  and  ^ee  diat  none  of  die  Commonwealdi  of 
Massachusetts,  die  Massachusetts  Educational  Financing  Audiority,  die  Trust,  die  Trustee,  FBSI, 
Stiategic  Advisers,  Inc.  or  any  odier  adviser  or  consultant  retained  by  or  on  behalf  of  die  Trust 
makes  any  guarantee  diat  you  will  not  suffer  a  loss  of  die  amoimt  invested  in  any  Account. 
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(c)  You  understand  that  so  long  as  Strategic  Advisers,  Inc.  serves  as  investment  manager 
to  the  Trust,  it  will  invest  the  assets  of  the  investment  portfolios  of  the  Trust  primarily  or  exclu- 
sively in  Fidelity  Investments  mutual  funds,  and  that  any  successor  investment  manager  may 
invest  in  any  mutual  funds  registered  with  the  United  States  Securities  and  Exchange  Commission 
or  odier  investments  approved  by  the  Trustee.  You  also  understand  that  the  assets  in  the  Trust 
will  be  allocated  among  stock  mumal  hmds,  bond  mumal  funds  and  money  market  mutual  funds 
while  Strategic  Advisers,  Inc.  serves  as  investment  manager  of  the  Trust.  You  also  understand  that 
Strategic  Advisers,  Inc.  intends  to  invest  Trust  assets  so  that  the  younger  the  Beneficiary  of  an 
Account,  the  greater  the  percentage  of  the  Account's  assets  that  will  be  indirecdy  invested 
through  an  investment  portfolio  of  the  Trust  in  stock  mutual  hinds,  and  the  older  the  Beneficiary, 
die  greater  the  percentage  of  the  Account's  assets  that  will  be  indirectly  invested  through  an 
investment  portfolio  of  the  Trust  in  bond  and  money  market  mutual  funds. 

(d)  You  acknowledge  and  agree  that  participation  in  the  Plan  does  not  guarantee  that  any 
Beneficiary:  (i)  will  be  accepted  as  a  student  by  any  institution  of  higher  education;  (ii)  if 
accepted,  will  be  permitted  to  continue  as  a  student;  (iii)  will  be  treated  as  a  state  resident  of  any 
state  for  tuition  purposes;  (iv)  will  graduate  from  any  instimtion  of  higher  education;  or  (v)  will 
achieve  any  particular  treatment  under  applicable  state  or  federal  financial  aid  programs.  You 
also  acknowledge  and  agree  that  none  of  the  Commonwealth  of  Massachusetts,  the  Massachusetts 
Educational  Financing  Authority,  the  Trust,  the  Trustee,  FBSI,  Strategic  Advisers,  Inc.  or  any  other 
adviser  or  consultant  retained  by  or  on  behalf  of  the  Trust  makes  any  such  representation  or 
guarantee. 

(e)  You  acknowledge  and  agree  that  no  Account  will  be  used  as  collateral  for  any  loan. 
Any  attempted  use  of  an  Account  as  collateral  for  a  loan  will  be  void. 

(0  You  acknowledge  and  agree  that  you  may  not  assign  or  transfer  any  interest  in  any 
Account.  Any  attempted  assignment  or  transfer  of  such  an  interest  will  be  void. 

(g)  You  acknowledge  and  ^ee  that  the  Trust  will  not  loan  any  assets  to  you  or  any 
Participant  or  Beneficiary. 

(h)  You  agree  and  acknowlet^e  that  the  Plan  is  established  and  maintained  by  the 
Massachusetts  Educational  Financing  Authority  pursuant  to  state  law  and  is  intended  to  qualify 
for  certain  federal  income  tax  consequences  under  section  529  of  the  Code.  You  further 
acknowledge  that  such  federal  and  state  laws  are  subject  to  change,  sometimes  with  retroactive 
effect,  and  diat  none  of  the  Commonwealth  of  Massachusetts,  the  Massachusetts  Educational 
Financing  Authority,  the  Trust,  the  Trustee,  FBSI  or  any  adviser  or  consultant  retained  by  the  Trust 
makes  any  representation  that  such  state  or  federal  laws  will  not  be  changed  or  repealed. 


6.  Necessity  of  Qualification.  The  Trust  intends  to  qualify  for  favorable  federal 
tax  treatment  under  section  529  of  die  Code.  You  agree  and  acknowledge  that  qualification  under 
Section  529  of  the  Code  is  vital,  and  agree  that  the  Trustee  may  amend  diis  Participation  Agree- 
ment upon  a  determination  diat  such  an  amendment  is  required  to  maintain  such  qualification. 


7.  Audit.  The  Trustee  shall  cause  the  Trust  and  its  assets  to  be  audited  al  least  annually  by  a 
certified  pubhc  accountant  seleaed  by  the  Trustee. 


8.  Reporting.  The  Trust,  through  die  FBSI  brokerage  account  in  which  Trust  units  will  be 
held,  will  make  quarterly  reports  of  Account  activity  and  die  value  of  each  Account 


9.  Participant's  Indemnity.  You  recognize  that  each  Account  will  be  established 
based  upon  your  statements,  agreements,  representations  and  warranties  set  forth  in  diis 
Agreement.  You  agree  to  indemnify  and  to  hold  harmless  the  Trust,  the  Trustee,  FBSI  and  any 
representatives  of  die  Trust,  die  Trustee  or  FBSI  from  and  against  any  and  all  loss,  damage,  UabU- 
ity  or  expense,  including  costs  of  reasonable  attorney's  fees,  to  which  diey  may  be  put  or  which 
they  may  incur  by  reason  of,  or  in  connection  widi,  (i)  any  misstatement  or  misrepresentation 
made  by  you  or  any  Beneficiary  of  yours,  (ii)  any  breach  by  you  of  die  acknowledgments,  repre- 
sentations or  warranties  contained  herein  or  (iii)  any  faUure  by  you  to  fulfill  any  portion  of  diis 
agreement.  You  agree  diat  all  statements,  representations  and  warranties  will  survive  die 
termination  of  diis  Agreement. 


1 0.  Amendment  and  Termination.  Nodiing  contained  in  die  Trust  or  diis 
Participation  Agreement  shall  constitute  an  agreement  or  representation  by  die  Trustee  or  any- 
one else  diat  die  Trust  wdl  continue  in  existence.  At  any  time  die  Trustee  may  amend  die 
Declaration  of  Trust  and  diis  Participation  Agreement,  or  suspend  or  terminate  the  Trust  by  giv- 
ing written  notice  of  such  action  to  die  Participant,  so  long  as  after  die  action  die  assets  in  your 
accounts  are  still  held  for  die  exclusive  benefit  of  you  and  your  Beneficiaries. 


5.  Fees  and  Expenses.  The  Trust  will  make  certain  charges  against  each  Account  in 
order  to  provide  for  die  costs  of  administration  of  die  Accounts  and  such  odier  purposes  as  die 
Trustee  shall  determine  appropriate. 

(a)  Dady  Charge.  Each  investment  portfoho  of  die  Trust  will  be  subject  to  a  daily  charge  at 
an  annual  rate  of  0.30  percent  of  its  net  assets. 

(b)  Annual  Fee.  Each  Account  wdl  be  subject  to  an  annual  charge  of  $30.  The  first  charge 
will  be  made  one  year  after  die  Account  is  opened. 

This  annual  fee  will  be  waived  for  any  year  if  you  make  automatic  minimum  $50  mondily  or 
$150  quarterly  investments  by  electronic  funds  transfers  or  payroll  deduction  all  dirough  die 
year.  It  will  also  be  waived  for  any  year  if  (i)  die  value  of  die  Account  equals  or  exceeds 
$25,000,  (u)  die  value  of  all  accounts  for  die  same  Beneficiary  equals  or  exceeds  $25,000,  or 
(iii)  any  odier  accoimt  for  die  same  Beneficiary  receives  automatic  minimum  $50  monddy  or 
$150  quarterly  invesCnents  by  electronic  funds  ti-ansfers  or  payroll  deduction  all  du-ough  die 
year. 

(c)  You  agree  and  acknowledge  diat  die  charges  described  in  die  subparagraphs  (a)  and 
(b)  may  be  increased  or  decreased  as  die  Trustee  shall  determine  to  be  appropriate  and  diat,  in 
addition,  each  of  die  mutual  funds  diat  is  chosen  by  Strategic  Advisers,  Inc.,  or  odier  investment 
advisers  diat  may  be  hired  by  die  Trust,  also  will  have  investment  management  fees  and  odier 
expenses.  The  Trust  will  not  invest  in  any  mutual  fund  if  a  sales  load  would  be  imposed  on  dial 
investtnent. 
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ACCOUNT  INFORMATION 


Fidelity  Brokerage  Services,  Inc. 
Customer  Agreement 


General  Information 

This  iigreement  between  me  and  Fidelity  Brokerage  Services,  Inc.  ("FBSI")  and  National 
Financial  Services  Corporation  ("NFSC")  (collectively  "Fidelity"  or  "you")  sets  forth  the  terras 
and  conditions  governing  Section  529  Qualified  State  Tuition  Programs  ("Qualified  Program") 
and  includes  this  General  Information  section  and  Electronic  Services  Agreement.  The  Qualified 
Program  offers  a  Fidelity  Brokerage  Services,  Inc.  limited  purpose  securities  account  (the 
"securities  account")  in  which  units  of  the  Quahfied  Program  ("Units")  may  be  purchased  and 
distributed  according  to  the  terms  and  conditions  of  the  Participation  Agreement  and  Fact  Kit. 
No  other  securities  may  be  held  in  the  securities  account.  I  acknowledge  receipt  of  the 
Participation  Agreement  and  Fact  Kit  and  have  read,  understood  and  agree  to  their  terms  and 
conditions.  I  understand  that  the  Quahfied  Program  account  may  not  be  suitable  for  all  investors 
and  that  I  need  to  determine  whether  it  is  an  appropriate  college  investing  vehicle  for  my  partic- 
ular situation.  The  Qualified  Program  also  offers  electronic  funds  transfer  services,  including 
electronic  Unit  purchases. 


instructions  beUeved  by  you  or  the  transfer  agent  to  be  genuine  and  in  accordance  with  die 
procedures  described  in  the  Fact  Kit. 


I  understand  that  certain  fees  may  be  appUcable  for  services  including  but  not  limited  to  an 
annual  $30  account  administration  fee  which  will  be  charged  by  the  Quahfied  Program  and 
debited  fi-om  the  Units  I  own. 

I  have  received  and  read  a  copy  of  the  Participation  Agreement  and  the  Fact  Kit  containing 
a  more  complete  description  of  the  program  and  its  fees,  charges  and  operations. 


Transactions 

4.  Electronic  Funds  Transfer.  I  may  elect  any  or  all  of  the  following  electronic 
hinds  ti'ansfer  services:  (a)  telephone  purchase  of  units  to  be  settled  tiirough  my  designated 
bank  account;  (b)  direct  transmission  to  my  broker^e  account  of  payments  to  be  made  to  me 
by  others  on  a  reestabhshed  basis. 

Bank  Wire  and  FideUty  Money  Line  ("electronic  funds  transfer"  or  "EFT")  are  two  services 
that  enable  me  to  electronically  transfer  money  between  my  bank  account  and  my  Fidehty  bro- 
kerage account. 

Bank  Wires  are  processed  through  the  Federal  Reserve  wire  system,  and  are  normally 
completed  on  the  business  day  following  the  request. 

Electronic  funds  transfers  are  processed  through  the  Automated  Clearing  House  ("ACH"). 
My  bank  must  be  an  ACH  member  for  me  to  use  this  service,  and  one  common  name  must 
appear  on  both  my  bank  and  Fidehty  account(s) .  The  minunum  EFT  transaction  is  $50  and  die 
maximum  is  $99,999.  EFTs  are  normally  completed  widiin  three  business  days,  and  credits  to 
your  account  are  subject  to  a  five  to  seven  day  collection  process. 

I  hereby  constitute  and  appoint  FBSI  our  true  and  lawful  attorney  to  surrender  for  distribu- 
tion any  and  all  Units  held  m  my  accounts  widi  full  power  of  substitution  in  the  premises.  FBSI  is 
hereby  authorized  and  directed  to  accept  and  act  upon  any  du-ections  for  distributions  of  Units 
held  in  my  account  from  any  authorized  person  (i.e.,  participant  or  participant's  authorized 
designee)  who  requests  payment  to  be  made  to  the  bank  account  above.  I  understand  and  agree 
that  FBSI  will  not  be  liable  for  any  loss,  expense,  or  costs  arising  out  of  any  request  for  distribu- 
tion so  long  as  FBSI  transmits  the  distribution  proceeds  to  the  bank  account  identified.  FBSI 
reserves  the  right  to  cease  to  act  as  agent  to  the  above  appointment  upon  30  days'  written  notice 
to  the  address  of  record  fisted  on  my  apphcation.  I  further  certify  and  ^ee  that  die  above  certi- 
fications, audiorizations,  and  appointinents  in  this  document  will  continue  until  FBSI  receives 
actual  written  notice  of  any  change  thereof. 


Settlement 

5.  Payment  of  Items.  I  understand  that  all  debit  items,  such  as  Unit  purchases  and 
electronic  fiinds  transfers,  will  be  accumulated  daily  and  that  you  will  prompdy  pay  each  on  my 
behalf  to  the  extent  diat  sufficient  hmds  can  be  provided;  first  from  amounts  conUibuted  by  me 
or  on  my  behalf  and  available  that  day. 

I  understand  that  if  funds  in  my  Fidehty  brokerage  account  are  insufficient  to  pay  for  die 
purchase  of  Units,  such  Units  will  not  be  purchased.  I  will  promptly  return  to  you  any  assets  that 
you  distribute  to  me  but  to  which  I  am  not  entided. 


6.  Settlement  of  Transactions,  in  die  absence  of  a  specffic  demand,  all 
transactions  m  any  of  my  accounts  are  to  be  paid  for,  no  later  dian  4  p.m.  Eastern  time  on  the 
settlement  date.  Fidefity  reserves  die  right  to  cancel  or  hquidate,  at  my  risk,  any  ti^saction  not 
timely  setded. 


7.  Security  Interest.  Any  credit  balances,  securities,  assets  or  related  conti-acts,  and 
all  odier  property  in  which  I  may  have  an  interest  held  by  you  or  carried  for  my  account(s)  shall 
be  subject  to  a  general  hen  for  die  discharge  of  my  obhgations  to  you,  and  you  may  sell,  trans- 
fer, or  assign  any  such  assets  or  property  to  satisfy  any  obhgation  whedier  or  not  you  have  made 
advances  widi  respect  to  property.  Shares  of  any  Investinent  Company  which  I  have  an  mterest, 
and  for  which  Fidehty  Management  &  Research  Company  serves  as  investment  adviser,  also  are 
subject  to  a  general  hen  for  die  discharge  of  my  obhgation  to  FBSI  and  NFSC,  and  FBSI  and  NFSC 
may  redeem  any  such  shares  to  satisfy  my  obhgation  widiout  fiirther  notice  or  demand.  No  pro- 
vision of  this  ^cement  concerning  Uens  or  security  interests  shall  apply  to  any  account  to  die 
extent  such  apphcation  would  be  in  conffict  widi  any  provision  of  ERISA  or  die  Internal  Revenue 
Code  relating  to  retirement  accounts  or  to  die  Quafified  Program. 


1 .  Nature  of  Services  Provided.  Upon  acceptance  of  my  apphcation,  I  under- 
stand you  will  maintam  a  fimited  securities  account  for  me,  and  as  my  broker,  buy  or  sell  Units 
according  to  my  instiuctions  and  die  terms  and  conditions  of  die  Participation  Agreement  and 
Fact  Kit.  All  decisions  relating  to  die  purchase  or  distribution  of  Units  in  my  account  will  be 
made  by  me.  All  decisions  relating  to  my  purchase  or  distribution  of  Units  shall  be  made  by  me 
or  my  duly  audiorized  representative  and  I  accept  full  responsibihty  for  such  decisions. 

Under  die  Fair  Credit  Reporting  Act,  Fidefity  is  required  to  notify  me  diat  any  information  I 
give  you  on  diis  account  agreement  wUl  be  subject  to  verification,  and  I  audiorize  you  to  obtam 
a  credit  report  about  me  at  any  time.  Upon  written  request,  you  will  provide  die  name  and 
address  of  die  credit  reporting  agency  used.  You  also  may  tape  record  conversations  widi  me  in 
order  to  verify  data  about  any  u-ansactions  I  request,  and  I  consent  to  such  recordmg.  I  also 
understand  diat  my  account  is  carried  by  NFSC,  an  affifiate  of  FBSI. 

Industry  regulations  require  delivery  of  the  following  information  to  all 
investors  upon  opening  a  brokerage  account:  This  information  may  not  necessarily 
apply  to  Quahfied  Program  accounts.  NFSC  ti-ansmits  customer  orders  for  execution  to  various 
exchanges  and  market  centers  based  on  a  number  of  factors.  These  include:  size  of  order,  trad- 
ing characteristics  of  die  security,  favorable  execution  prices  (including  die  opportunity  for 
price  improvement),  access  to  refiable  market  data,  availabifity  of  efficient  automated  transac- 
tion processmg,  and  reduced  execution  costs  dirough  price  concessions  from  die  market  cen- 
ters. Certain  of  die  market  centers  may  execute  orders  at  prices  superior  to  die  pubhcly  quoted 
market  ui  accordance  widi  dieir  rules  or  practices.  WhUe  a  customer  may  specify  diat  an  order 
be  du-ected  to  a  particular  market  center  for  execution  *,  NFSC's  order-routing  pohcies,  taking 
uito  consideration  aU  of  die  factors  listed  above,  are  designed  to  result  in  favorable  transaction 
processing  for  customers. 

FBSI  and  NFSC  receives  remuneration,  compensation  or  other  considerations  for  du^ecting 
customer  orders  for  equity  securities  to  particular  broker/dealers  or  market  centers  for  execu- 
tion. Such  consideration,  if  any,  takes  die  form  of  financial  credits,  monetary  payments  or  recip- 
rocal busmess. 

*Please  note:  Orders  placed  dirough  Fidehty's  telephone,  electronic  or  online  trading 
systems  cannot  specify  a  particular  market  center  for  execution. 


2.  Applicable  Rules  and  Regulations.  All  transactions  dirough  FBSI  are 
subject  to  die  constitiition,  rules,  regulations,  customs,  and  usages  of  die  exchange,  market, 
or  clearing  house  where  executed,  as  weU  as  to  any  apphcable  federal  or  state  laws,  rules,  and 
regulations. 


3.  Purchases  and  Distributions.  Investinents  by  check  wifi  be  used  to  purchase 
Units.  I  understand  diat  access  to  my  distribution  proceeds  of  Units  purchased  widi  monies  so 
advanced  may  be  widiheld  for  up  to  seven  business  days  (20  days  for  foreign  checks)  to  ensure 
such  checks  have  been  collected.  Such  widdiolding  may  result  m  rejection  of  debit  items  if 
monies  are  not  odierwise  available  to  me  widim  die  Fidehty  brokerage  account. 

I  ratify  any  mstiiictions  given  on  diis  account  and  any  brokerage  or  Fidehty  fund  uito  or 
fi-om  which  I  exchange  or  any  bank  accounts  pre-designated  by  me,  and  agree  diat  neidier  you 
nor  die  fund's  transfer  agent  wQl  be  hable  for  any  loss,  cost,  or  expense  for  acting  upon  such 


8.  Liability  for  Costs  of  Collection.  I  am  liable  for  pament  upon  demand  of 
any  debit  balance  or  other  obligation  owed  in  any  of  my  accoimts  or  any  defidencies  following  a 
wtole  or  partial  liquidation,  and  I  agree  to  satis^'  any  such  demand  or  obligation.  I  agree  to  reim- 
burse FBSI  and  NFSC  for  all  reasonable  costs  and  expenses  incurred  in  the  collection  of  any  debit 
balance  or  unpaid  deficient  in  any  of  my  accounts,  including,  but  not  limited  to,  attorney's'  fees. 


Reporting 

9.  Periodic  Reports.  I  will  receive  a  statement  of  all  transactions  quarterly,  and 
monthly  in  the  months  where  there  is  acti\ity  in  my  account.  The  brokerage  statement  will  detail; 
the  number  of  Units  that  were  purchased  or  redeemed  for  me,  distribution  checks,  if  an)-,  and 
electronic  funds  transfers:  and  fees  assessed  by  the  Qualified  Program. 


1 0.  Receipt  of  Communications.  Commimications  by  mail,  messenger,  tele- 
graph, or  otherwise,  sent  to  me  at  the  address  of  record  Usted  on  the  apphcation,  or  any  other 
address  I  may  give  FBSI,  are  presumed  to  be  delivered  to  and  received  by  me  whether  actually 
recehed  or  not.  I  understand  thai  I  should  prompdy  and  carefully  re\iew  the  transaction  confir- 
mations and  periodic  account  statements  and  notif\  you  of  any  errors.  Information  contained  in 
the  transaction  confirmations  and  periodic  account  statements  is  conclusive  unless  I  object  in 
writing  within  five  and  ten  da«,  respectively,  after  transmitted  to  me. 

Other 

1 1 .  Extraordinary  Events.  FBSI  shall  not  be  liable  for  any  losses  caused  directly  or 
indirecdy  by  government  restrictions,  exchange  or  market  rulings,  suspension  of  trading,  or 
other  conditions  beyond  its  control,  including,  but  not  limited  to,  extreme  market  volatility  or 

trading  volumes. 


1 2.  Termination  of  Account.  .My  account  ma\  be  terminated  by  me  or,  if  I  fail  to 
maintain  a  balance  in  my  account,  by  Fideht\  .  This  agreement  will  remain  in  effect  until  its  termi- 
nation is  acknowledged  in  writing  by  an  authorized  representative  of  FBSI.  I  will  remain  responsi- 
ble for  all  transactions  initiated  or  authorized  by  me,  whether  arising  before  or  after  termination. 


1 3.  Modification.  No  provision  of  the  agreement  can  be  amended  or  waived  except  in 
writing,  signed  by  an  authorized  representative  of  FBSI.  If  any  provision  of  dus  agreement 
becomes  inconsistent  with  any  present  or  future  law  or  regulation  of  any  entity  having  regulatory 
jurisdiction  over  it,  that  provision  will  be  superseded  or  amended  to  confirm  with  such  law  or 
regulation,  but  the  remainder  of  this  agreement  remains  in  full  force  and  effect. 

This  agreement  and  its  enforcement  shall  be  governed  by  the  laws  of  the 
Commonwealth  of  Massachusetts;  shall  cover  individually  and  collectively  all 
accounts  that  I  may  open  or  reopen  with  Fidelity:  and  shall  insure  to  the  benefit  of 
Fidelity's  successors  and  assigns,  whether  by  merger,  consolidation,  or  otherwise. 
Fidelity  may  transfer  my  account  to  your  successors  and  assigns,  and  this  agreement 
shall  be  binding  upon  my  heirs,  executors,  administrators,  successors,  and  assigns. 

Arbitration 

1 4.  Pre-Dispute  Arbitration  Agreement.  This  account  is  subject  to  the  arbi- 
tration rules  of  the  New  York  Stock  Exchange,  Inc.  or  the  .National  Association  of  Securities 
Dealers,  Inc.  1  am  aw  are  of  the  following: 

a.  Arbitration  is  final  and  binding  on  the  parties. 

b.  The  parties  are  waiving  their  right  to  seek  remedies  in  court,  including  the  right  to  jury  trial. 

c.  Pre-arbitralion  discoven  is  generallv  more  limited  than  and  different  bom  court  proceedings. 

d.  The  arbitrators'  award  is  not  required  to  include  fectual  findings  or  legal  reasoning,  and  any 
party's  right  to  appeal  or  to  seek  modification  of  rufings  by  arbitrators  is  strictly  Umited. 

e.  The  panel  of  arbitrators  will  typically  include  a  minority  of  arbitrators  who  w  ere  or  are 
aMated  with  the  securities  industry. 

I  agree  that  all  controversies  that  may  arise  between  us  concerning  any  order  or  u^saction, 
or  the  continuation,  performance,  or  breach  of  this  or  any  other  agreement  between  us,  whether 
entered  into  before,  or  on,  or  after  the  date  this  account  is  opened,  shall  be  determined  by  arbi- 
tration before  a  panel  of  independent  arbitrators  set  up  by  either  the  New  York  Stock  Exchange, 
Inc.  or  the  National  .^ociation  of  Securities  Dealers,  Inc.  as  I  may  designate  within  five  days  after 
I  receive  fi-om  you  a  written  demand  for  arbitration,  then  1  authorize  you  to  make  such  designa- 
tion on  my  behalf.  I  understand  that  juc^ent  upon  any  arbitration  award  may  be  entered  in  any 
court  of  competent  jurisdiction. 

No  person  shall  bring  putative  or  certified  class  action  to  arbitration,  nor  seek  to  enforce  a 
pre-dispute  arbitration  agreement  against  any  person  who  has  initiated  in  court  a  putative  class 


action:  or  who  is  a  member  of  a  putative  class  who  has  not  opted  out  of  the  class  with  respect  to 
any  claims  encompassed  by  the  putative  class  action  until:  (a)  the  class  certification  is  denied;  or 
(b)  the  class  action  is  decertified:  or  (c  )  the  customer  is  excluded  fi-om  the  class  by  the  court 
Such  forbearance  to  enforce  an  agreement  to  arbiffate  shall  not  constitute  a  waiver  of  any  rights 
under  this  agreement  except  to  the  extent  stated  herein. 


Fidelity  Investments  General  Electronic 
Services  Customer  Agreement 

1 . 1  understand  that  this  .\greement  ( '.\greement ")  between  me  and  FideUty  (Fidehty  refers  to 
Fidelity  Brokerage  Senices.  Inc.,  Fidehty  Distributors  Corporation  and  National  Financial  Services 
Corporation  as  die  context  may  require)  states  the  terms  and  conditions  if  I  choose  to  use 
Fidelity's  Electronic  Senices.  Fidefity's  Electronic  Senices  includes  Fidehty  On-hne  Xpress, 
Fidelity  TouchTone  Trader,  Fidehty  On-hne  Xpress-i-,  Fidehty  TouchTone  Xpress,  and  any  other 
onhne  securities  trading  system,  W  eb-based  or  otherwise,  estabhshed  by  Fidehty  direcdy  or 
through  onhne  business  partners. 

If  I  use  Fidelity's  electronic  senices  in  conjunction  w  ith  a  Qualified  Program 
account,  such  use  will  be  subject  to  the  terms  and  conditions  of  the  Participation 
.\greement  and  Fact  Kit 

In  offering  Fidehty  On-hne  Xpress  and  Fidehty  On-line  Xpress+,  Fidelity  is  making  available 
to  me  interactive  computer  senices  wiiich  allow  me  to  enter  orders  to  buy  and  sell  certam  secu- 
rities, stock  options,  and  mutual  funds  and  obtain  quotations  and  other  information  (some  of 
wiiich  may  be  provided  by  third  parties)  via  electronic  transmission  for  use  on  compatible  per- 
sonal, home,  or  small  business  computers  with  modems  wtich  can  connect  to  the  appropriate 
telecommunications  network.  Some  of  these  feamres  may  not  be  available  for  Quahfied  Program 
accounts.  In  offering  Fidehty  TouchTone  Trader  and  Fidehty  TouchTone  .Xpress,  Fidehty  is  mak- 
ing available  to  me  automated  telephone  senices  which  allow  me  to  enter  orders  to  buy  and  sell 
certain  securities  and  mumal  funds  within  a  Fidehty  brokerage  account  or  retail  hmd  account 
and  obtain  quotations  and  other  information  via  electronic  transmission. 

I  agree  to  use  Fidehty's  Electronic  Senices  only  in  accordance  with  this  -Agreement  and  that 
any  additional  senices  offered  by  Fidehty  in  the  future  will  only  be  used  in  accordance  with  this 
Agreement.  Fidehty  may  amend  or  terrmnale  this  Agreement  upon  written  notice  fi^om  Fidehty. 
Nothing  in  this  .\greement  should  be  construed  as  a  sohcitation  or  recommendation  to  buy  or 
sell  securities. 


2. 1  shall  be  the  only  authorized  user  of  Fidehty's  Electronic  Senices  under  this  .\greement.  I 
2^ee  to  keep  confidential  and  not  pubhsh.  broadcast  retransmit  reproduce,  commercially 
exploit  or  otherwise  redisseminate  the  data,  information,  or  senices  provided  under  this 
.\greement  I  shall  be  responsible  for  the  confidentiahty  and  use  of  my  password(s)  and  other 
security  data,  methods,  and  devices.  I  understand  that  I  shall  be  solely  responsible  for  all  orders 
electronically  transmitted,  or  use  of  any  data,  information,  or  senices  obtained,  using  my  pass- 
words and  other  security  data 

I  agree  that  Fidehty  Electronic  Senices  are  the  proprietary  property  of  Fidehty  and/or  tlurd 
parties  from  wiiom  Fidehty  has  obtained  rights  to  provide  access  to  Fidehty  customers.  I  agree 
not  to  use  Fidehty  Electronic  Senices  except  as  authorized  by  this  Agreement  and,  in  any  event 
not  to  make  it  available  to  any  third  parties. 


3. 1  further  imderstand  and  agree  that  any  orders  ghen  by  me  and  any  information  fiimished  to 
me  by  use  of  Fidehty's  Electronic  Senices  shall  be  subject  to  the  following  terms  and  conditions: 

(a)  If  an  order  has  been  placed  through  Fidehty's  Electronic  Senices  and  I  have  not 
received  a  reference  number  reflecting  the  order,  1  shall  immediately  notify'  Fidehty. 

(b)  If  an  order  has  been  placed  through  Fidehty's  Electronic  Senices  and  I  have  not  received 
an  accurate  written  confirmation  of  the  order  or  of  its  execution  within  five  (5)  business 
days,  I  shall  immediately  notify'  Fidehty . 

(c)  ff  I  have  receded  confirmation  of  an  order  wiiich  I  did  not  place  or  any  similar  conflicting 
report,  I  shall  immediately  notify  Fidehty . 

(d)  I  shall  immediately  notify'  Fidehty  if  there  is  unauthorized  use  of  my  passwords  and  other 
security  data. 

(e)  I  shall  immediately  notify*  Fidehty  if  there  is  a  discrepancy  in  the  account  balance  or 
security  positions. 

(0  All  notifications  to  Fidehty  pertaiiung  to  this  Agreement  shall  be  directed  to: 
Fidehty  Investtnents 

Electronic  Product  Information  Center  (EPIC) 
P.O.  Box  650053 
Dallas,  Texas  75625-0053 


If  I  fail  to  notify  Fidelity  when  any  of  the  above  conditions  occur,  neither  Fidelity  nor  any  of 
its  employees,  agents,  iiffiliates,  subsidiaries,  or  its  parent,  nor  any  third  parties,  can  or  will  have 
any  responsibility  or  liability  to  me  or  to  any  other  person  whose  claim  may  arise  through  me  for 
any  claims  with  respect  to  the  handling,  mishandling,  or  loss  of  an  order.  I  understand  diat 
Fidelity  shall  not  be  deemed  to  have  received  any  order  electronically  transmitted  by  me  undl 
Fidelity's  clearing  affiliate  has  acknowledged  to  me  that  the  order  has  been  received  by  Fidelity.  I 
accept  full  responsibility  for  the  monitoring  of  my  account. 


4.  Any  liability  arising  out  of  any  action  or  omission  by  Fidelity  to  provide  services  to  me  hereun- 
der shall  be  Umited  to  an  amount  equal  to  the  benefit  which  would  have  resulted  from  die  trans- 
action during  the  five  (5)  business  days  in  which  1  should  have  acted. 


5. 1  understand  that  FideUty  will  not  be  responsible  for  the  accuracy,  completeness,  or  use  of 
any  information  received  by  it  or  received  by  me  from  outside  data  sources  through  Fidehty's 
Electronic  Services  and  that  Fidelity  does  not  make  any  warranty  concerning  such  information.  I 
understand  that  all  orders  placed  through  Fidelity's  Electronic  Services  are  at  my  sole  risk  and 
responsibifity.  1  agree  that  neither  Fidelity  nor  my  third  party  working  with  FideUty  to  provide  ser- 
vices hereunder  shall  be  responsible  for  any  damages  caused  by  communications  line  failure, 
unaudiorized  access,  dieft,  systems  failure,  and  other  occurrences  beyond  its  conu-ol.  I  agree  to 
provide  all  telephone  and  other  equipment  to  access  Fidelity's  Electronic  Services  and  1  will  be 
solely  responsible  for  paying  all  charges  related  hereto. 


6.  As  a  condition  of  being  approved  to  use  Fidehty's  Electronic  Services,  1  represent  and  agree 
that  the  following  statements  are  and  will  continue  to  be  tine  for  so  long  as  I  receive  these  elec- 
tronic services: 

(a)  I  will  not  use  any  information  or  market  data  provided  by  a  national  securities  exchange 
or  association  in  connection  with  any  professional  or  commercial  activities,  and  I  agree 
to  notify  you  if  I  intend  to  do  so  and  to  pay  any  additional  charges  in  connection  herewith. 

(b)  1  am  not  a  securities  broker-dealer,  investment  advisor,  hitures  commission  merchant, 
commodities  introducing  broker  or  commodity  trading  advisor,  member  of  a  securities 
exchange  or  association  or  hitiires  contract  market,  or  an  owner,  partner,  or  associated 
person  of  any  of  die  foregoing. 

(c)  I  am  not  employed  by  a  bank  or  insurance  company  or  an  affiliate  of  either  to  perform 
functions  related  to  securities  or  commodity  fiitures  trading  activity. 


7. 1  understand  that  all  the  terms  and  conditions  of  my  Fidelity  Brokerage  Customer  Agreements 
including  margin  and  option  agreements,  if  apphcable,  mutual  fimd  application,  my  apphcable 
prospecms,  or  Qualified  Program  Participation  Agreement  and  Fact  Kit  control  die  operation  of 
my  account  and  diose  terms  and  conditions  are  incorporated  herein  by  reference. 


8. 1  agree  to  be  liable  for  any  and  all  charges  or  other  expenses  incurred  in  connection  witii  the 
use  of  Fidehty's  Electronic  Services  by  me  or  any  other  person  through  use  of  my  security  codes, 
equipment,  or  otherwise.  1  understand  that  the  rates,  fees,  biUing,  and  terms  governing  services 
provided  by  outside  vendors  may  be  determined  by  die  vendor. 


9. 1  expressly  acknowledge  and  agree  diat  die  use  and  storage  of  any  information,  including 
without  limitation,  portfolio  information  transaction  activity,  account  balances,  and  odier  infor- 
mation or  orders  available  through  use  of  Fidelity's  Electronic  Services  is  at  my  sole  risk  and 
responsibility.  NEITHER  FIDEUTY  NOR  ANY  TfflRD  PARTY  MAKES  ANY  REPRESENTATIONS  OR 
WARRANTIES  EXPRESS  OR  IMPLIED  INCLUDING  WITHOUT  LIMITATION  ANY  IMPLIED  WAR- 
RANTIES OF  MERCHANTABEUTY  OR  HTNESS  FOR  A  PARTICULAR  PURPOSE  IN  RESPEQ  OF 
FIDELrrY'S  ELECTRONIC  SERVICES  OR  ANY  INFORMATION  PROGRAMS  OR  PRODUCTS 
OBTAINED  FROM,  THROUGH  OR  IN  CONNECTION  WFTH  FIDELITY'S  ELECTRONIC  SERVICES.  IN 
NO  EVENT  WILL  FIDEUTY  OR  ANY  THIRD  PARTY  BE  UABLE  FOR  DIRECT,  INDIRECT,  INCIDEN- 
TAL OR  CONSEQUENTIAL  DAMAGES  RESULTING  FROM  ANY  DEFECT  IN  OR  USE  OF  FIDEUTY'S 
ELECTRONIC  SERVICES. 


1 0. 1  agree  diat  Fidehty  may  discontinue  Fidehty's  Electronic  Services  in  whole  or  in  part,  at  any 
time,  and  diat  Fidehty  may  modify  or  change  die  terms  of  it,  in  whole  or  in  part,  at  any  time  and 
from  time  to  time.  I  agree  diat  Fidelity  may  immediately  terminate  its  services  if  I  breach  diis 
Agreement  or  if  I  have  jeopardized  die  proper  and  efficient  operation  of  its  services.  All  commis- 
sions and  payments  due  Fidehty  shall  be  made  direcdy  to  Fidehty  in  accordance  widi  its  pohcies. 
Any  unaudiorized  use  of  Fidehty's  Electronic  Services,  whatsoever,  shall  result  in  automatic  termi- 
nation of  diis  Agreement. 


11.  Any  commission  discounts  associated  with  Fidehty's  Electronic  Services,  which  may  be 
available  from  time  to  time,  wUl  not  apply  to  any  transactions  which  for  any  reason  cannot  be 
placed  and  executed  dirough  Fidehty's  Electronic  Services. 


1 2. 1  understand  diat  each  participating  national  securities  exchange  or  association  asserts  pro 
prietary  interest  in  all  of  die  market  data  it  furnishes  to  die  parties  diat  disseminate  die  data.  I 
also  understand  diat  neidier  any  participating  national  securities  association,  nor  any  suppher  of 
market  data,  guarantees  die  timehness,  sequence,  accuracy,  or  completeness  of  market  data  or 
any  odier  market  information,  or  messages  disseminated  by  any  odier  party.  No  disseminating 
party  shall  be  hable  in  any  way,  and  I  ^ree  to  indemnify  and  hold  harmless  such  party,  for  (a) 
any  inaccuracy,  error,  or  delay  m,  or  omission  of,  (i)  any  such  data,  mforraation,  or  message  or 
(ii)  die  transmission  or  dehvery  of  any  such  data,  information,  or  mess'^e,  or  (b)  any  loss  or 
damage  arising  from  or  occasioned  by,  (i)  any  such  inaccuracy,  error,  delay,  or  omission,  (ii) 
nonperformance,  or,  (iii)  interruption  of  any  such  data,  information,  or  message,  due  eidier  to 
any  neghgent  act  or  omission  by  any  disseminating  party  or  to  any  "force  majeure"  (i.e.  flood, 
extraordinary  weather  conditions,  earthquake,  or  odier  act  of  God,  fire,  war,  insurrection,  riot, 
labor  dispute,  accident,  action  of  government,  communications  or  power  failure,  equipment  or 
software  malfunction)  or  any  other  cause  beyond  die  reasonable  control  of  die  disseminating 
party.  I  understand  diat  die  terms  of  diis  Agreement  may  be  enforced  direcdy  against  me  by  the 
national  securities  exchanges  and  associations  providing  market  data  to  me. 


1 3. 1  understand  diat  my  use  of  die  FideUty  On-hne  Xpress  or  Fidehty  On-hne  Xpress-i-  software 
is  subject  to  die  terms  of  a  Ucense  agreement  contained  widi  die  software.  I  ^ee  to  be  bound  by 
die  terms  of  such  Ucense  agreement,  including  widiout  Umitation  die  prohibitions  on  distiibution 
and  copying,  die  exclusion  of  all  representations  and  warranties,  and  die  Umitation  of  remedies 
to  die  replacement  of  defective  disks. 


1 4. 1  agree  diat  FideUty  shaU  not  be  under  a  duty  to  inquire  as  to  die  audiority  or  propriety  of 
any  instructions  given  to  FideUty  by  me,  and  shall  be  entided  to  act  upon  any  such  instructions; 
and  Fidehty  wdl  not  be  hable  for  any  loss,  cost,  expense,  or  odier  habiUty  arising  out  of  any  such 
instructions.  I  understand  diat  telephone  calls  to  FideUty  may  be  recorded,  and  hereby  consent  to 
such  recording. 


1 5.  To  die  extent  diat  any  Fidehty  Electronic  Services  utihze  Internet  services  to  transport  data 
or  communications,  Fidehty  wdl  take  reasonable  security  precautions,  but  FideUty  disclaims  any 
UabUity  for  interception  of  any  such  data  or  communications.  Fidehty  shall  not  be  responsible 
for,  and  makes  no  warranties  regarding,  die  access,  speed,  or  avaUabdity  of  Internet  or  network 
services. 


1 6.  I  recognize  that  my  use  of  Fidehty  On-hne  Xpress,  FideUty  On-Une  Xpress -i-,  Fidehty 
TouchTone  Trader,  Fidehty  TouchTone  Xpress,  or  any  onUne  securities  trading  or  transaction 
system.  Web-based  or  odierwise,  may  involve  die  transmission  to  me  of  information  diat  may  be 
considered  personal  financial  information,  including  but  not  hmited  to  die  identity  and  niunber 
of  shares  or  units  diat  I  trade  or  hold  and  die  net  dollar  price  for  die  shares.  I  consent  to  die 
transmission  by  electronic  means  of  such  information  dirough  any  system,  service,  or  product 
named  or  referred  to  in  die  preceding  sentence;  such  consent  shaU  be  effective  at  all  times  diat 
I  use  any  such  system,  service,  or  product. 
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The  U.Fund'''  Advantage 


The  U.Fund  College  Investing  Plan'''^'  can  be  an  easy  and  effective  way  to  help 
you  invest  for  a  child's  higher  education.'  It  provides: 

•  Tax-deferred  growth  of  earnings 

•  Potential  for  competitive  market  returns,  using  mutual  funds  from  Fidelity  Investments 

•  The  flexibility  to  be  used  at  accredited  post-secondary  institutions  anywhere  in  the  U.S. 

•  Low  minimum  investment  requirement  and  high  contribution  limit 

And  that's  just  the  beginning.  With  the  U.Fund,  you  can  also: 

•  Change  beneficiaries  within  the  family  of  the  original  beneficiary  at  any  time  without  penalty 

•  Withdraw  your  money  in  case  of  an  emergency  (subject  to  income  taxes  and  a  10%  penalty) 

'The  U.Fund  does  not  guarantee  a  rate  of  return  and  may  not  be  right  for  everyone.  However,  if  you  are  looking  for  a 
better  way  to  invest  for  a  child's  higher  education,  it  might  be  right  for  you. 


Call  1-800-54H-2776  for  a  representative  or  visit  www.fidelity.com/ufund 


A  Winning  Combination 


To  help  you  proxide  for  the  rising  costs  of  higher  education,  the  Massachusetts  Educational 
Financing  Authority  (MEFA)  has  teamed  with  Fidelity  Investments  to  offer  you  the  U.Fund 
College  Investing  Plan.  The  U.Fund  is  flexible  and  affordable,  and  it  combines  significant 
tax  advantages  with  experienced  investment  management. 

The  U.Fund  is  available  to  residents  of  all  states.  It  is  intended  for  indmduals  of  all  mcome 
levels  with  higher  education  goals  for  their  children,  grandchildren,  or  other  loved  ones. 
Whether  your  beneficiary  attends  a  private  college,  public  university,  graduate  school, 
two-year  community  college  or  vocational-technical  school,  an)where  in  the  United  States, 
the  U.Fund  can  help  you  meet  the  significant  financial  challenge  that  lies  ahead. 

Although  neither  the  Massachusetts  Educational  Financing  Authority  nor  Fidelity 
Investments  can  guarantee  a  rate  of  return  on  your  investments,  the  U.Fund  has  been 
designed  to  be  an  attractive  and  innovative  opportunity  to  invest  for  higher  education. 

Please  refer  to  the  Fact  Kit  for  more  details. 


Highlights  of  the  U.Fund 


The  U.Fund  offers  significant  benefits  that  compare  favorably  with  any  other 
college  savings  plan  currently  available. 

Tax-advantaged  earnings. 

•  Earnings  m  your  U.Fund  account  grow  federal  and  state  income  tax  deferred? 
When  assets  are  withdrawn  for  qualified  expenses  (including  tuition,  fees,  room, 
board,  books,  and  supplies),  federal  taxes  are  payable  by  the  benehciary,  whose 
tax  rate  is  typically  lower.  If  you  already  have  money  set  aside  for  college  in  a 
taxable  account  (such  as  savings  accounts,  CDs,  mutual  funds,  etc.),  you  may 
want  to  consider  the  tax  benefits  of  moving  it  to  the  U.Fund. 

Potential  for  competitive  market  returns. 

•  Your  contributions  will  be  invested  in  units  of  one  of  the  U.Fund  portfolios.  Strategic 
Advisers,  Inc.  (a  Fidelity  Investments  company)  will  manage  the  U.Fund  portfolios 
and  invest  in  Fidehty  mutual  funds.'  The  portfoUo  manager  will  automatically 
adjust  the  balance  of  stock,  bond,  and  money  market  mutual  funds  in  the 
portfolio  according  to  your  beneficiary's  age. 

When  the  beneficiary  is  ten  or  more  years  away  from  college  age,  the  portfolio 
is  heavily  invested  in  equity  mutual  funds  to  seek  growth  of  capital.  As  the 
beneficiary  nears  college  age,  the  portfolio  gradually  shifts  emphasis  to  bond 
and  money  market  mutual  funds  to  help  preserve  capital  and  better  ensure  that 
funds  will  be  readily  available  for  college  expenses.  Although  no  rate  of  return  is 
guaranteed.  Strategic  Advisers  employs  an  asset  allocation  strategy  which  has  the 
potential  to  beat  college  inflation  while  reducing  risk,  particularly  as  the  child 
approaches  college  age.  For  a  detailed  explanation  of  the  U. Funds  investment 
strategy,  please  see  the  Investment  Strategy  section  on  page  10  of  this  brochure, 
or  the  Fact  Kit. 


^Other  states  may  offer  plans  witfi  state  tax  advantages  for  their  residents.  If  you  are  not  a  Massachusetts  resident,  you  may  want  to  contact 
your  state  to  see  if  it  offers  a  plan. 

^Under  federal  law  you  cannot  direct  your  own  investments  in  the  U.Fund. 


Low  investment  requirement  and  high  contribution  limit. 

•  You  can  get  started  for  as  little  as  $50  a  month  with  automatic  pa)TTLents?  There  are  no 
restrictions  on  participation  based  on  your  income,  and  indi\idual  lump  sum  contribu- 
tions of  up  to  $50,000  per  benefician,'  are  permitted  in  a  single  year  without  there  being 
a  taxable  gift?  Once  assets  are  placed  m  the  U.Fund,  they  are  generally  considered  to  be 
out  of  the  participant's  (the  donors)  estate.  (Consult  your  tax  advisor  for  your  particular 
situation.)  If  the  value  of  all  accounts  opened  on  behalf  of  a  single  beneficiary  exceeds 
the  U.Fund  contribution  limit  (currently  over  $158,000*),  further  contributions  will  not 
be  accepted. 

Flexibility. 

•  Withdrawals  for  non-higher  education  purposes. 

You  can  take  money  from  your  account  at  any  time.  However,  if  the  money  is  not  used 
to  pay  for  qualified  higher  education  expenses,  earnings  on  such  withdrawals  will  be  taxed 
as  ordinary  income  at  your  rate,  and  a  federally  mandated  penalty  equal  to  10%  of  any 
investment  gains  distributed  will  apply.  If  your  beneficiar)'  receives  a  scholarship  for 
higher  education  expenses,  you  may  withdraw  an  amount  equal  to  the  value  of  the 
scholarship  from  your  account  without  pa}ing  a  penalty.  You  may  also  make  penalty-free 
withdrawals  (subject  to  taxation  of  earnings)  in  the  event  of  the  death  or  disability  of 
your  beneficiary. 

•  Use  of  funds  at  schools  anywhere  in  the  U.S. 

Assets  in  the  U.Fund  can  be  used  to  pay  for  qualified  higher  education  expenses  at 
accredited  post-secondar}'  institutions  an}^here  in  the  United  States.  These  include 
public  and  private  colleges  and  universities,  graduate  schools,  two-year  community 
colleges,  and  vocational-technical  schools. 

•  Change  of  beneficiaries. 

The  participant  (the  donor)  maintains  control  until  account  assets  are  withdrawn. 
The  participant  can  change  the  beneficiar}'  to  be  another  family  member  of  the  original 
benehciary  -  including  adults  returning  to  school  -  without  paying  a  penalty.' 

"Periodic  investment  plans  do  not  assure  a  profit  and  do  not  protect  against  a  loss  in  a  declining  market. 

*To  avoid  the  federal  gift  tax  on  a  $50,000  contribution,  you  must  make  no  further  gifts  to  the  beneficiary  over  the  five-year  period,  and  treat 
the  gift  as  a  series  of  five  equal  annual  gifts.  If  you  prorate  a  gift  of  less  than  $50,000.  you  can  make  additional  gifts  without  gift  tax  so  long 
as  the  total  of  the  prorated  gift  and  the  additional  gifts  do  not  exceed  $10,000  in  any  one  year.  If  you  decide  to  prorate  a  gift  of  more  than 
$10,000,  a  prorated  portion  of  the  gift  \n\\\  be  included  in  your  estate  if  you  should  die  before  the  end  of  the  five-year  period. 

'See  the  Fact  Kit  for  the  exact  contribution  limit  and  other  details. 

'Family  members  include  anyone  v^ho  is  related  to  the  beneficiary  in  one  of  the  follov^ing  ways:  sibling,  half-sibling,  step-sibling,  niece  or  nephew, 
parent,  step-child,  grandparent,  aunt  or  uncle,  immediate  in-law  (mother,  father,  brother,  sister,  daughter  or  son),  or  the  spouse  of  any  family 
member  listed  above.  However,  changing  the  beneficiary  to  someone  in  a  younger  generation  in  the  family  will  result  in  a  federal  gift  tax.  Pending 
clarification  of  its  permissibility  under  federal  tax  requirements,  the  U.Fund,  at  this  point,  does  not  permit  you  to  name  yourself  as  a  beneficiary. 


Low  fees  and  expenses. 

•  The  U.Fund  charges  an  annual  $30  maintenance  fee  per  account, 
which  is  waived  if  you  sign  up  for  direct  deposit  or  FideUty 
Automatic  Account  Builder  (FAAB)  or  if  the  combined  value  of 
your  account  and  any  other  accounts  with  the  same  beneficiary 
is  $25,000  or  more.  There  is  a  daily  charge  at  a  rate  equal  to 
0.30%  ($3  per  $1,000)  of  your  account  assets  per  year.  Each  of 
the  mutual  funds  also  has  investment  management  fees  and  other 
expenses  which  vary  from  fund  to  fund.  No  loads  are  deducted  from 
your  U.Fund  purchase.  Please  see  the  Fact  Kit  for  more  details. 


Important  Point  to  Consider:  Although  the  U.Fund  has  many  benefits,  it  may  not  be 
appropriate  for  all  investors.  Please  revievs^  your  individual  situation  to  make  sure  the 
U.Fund  is  right  for  you. 


How  is  the  U.Fund  different  from  the  U.Plan? 

The  U.Plan  is  a  prepaid  tuition  program  which  locks  in  future  tuition  and 
mandatory  fees  at  today's  rates  at  over  80  Massachusetts  colleges  and  universities. 
The  investment,  in  General  Obligation  Bonds,  is  guaranteed  by  the  Commonwealth  of 
Massachusetts.  By  comparison,  the  U.Fund  can  be  used  to  cover  not  only  tuition  and 
fees,  but  other  qualified  educational  expenses,  including  room  and  board,  books  and 
supplies  at  accredited  post-secondary  schools  anywhere  in  the  country.  The  U.Fund 
has  the  potential  to  beat  the  rate  of  college  inflation  although  no  result  is  guaranteed. 


For  more  information  about  the  U.Plan,  contact  the  Massachusetts  Educational 
Financing  Authority  at  1-800-449-MEFA  (6332). 


The  U.Fund  Portfolios 


The  U.Fund  also  puts  the  investment  expertise  of  Fidelity  to  work  for  you.  Balancing 
investment  risks  against  potential  returns  can  be  a  difficult  task  -  especially  if  you  do 
not  have  the  time  or  the  inclination  to  do  so.  Investments  m  the  U.Fund  portfolios  are 
managed  by  Strategic  Ad\-isers,  Inc.,  a  Fidelity  Investments  company  An  expenenced 
portfolio  manager  will  automatically  determine  the  portfolio's  investment  mix  and  make 
appropriate  adjustments  according  to  your  beneficiary's  age.  (Under  federal  law,  you 
cannot  direct  your  own  investment  in  the  U.Fund.) 

This  approach  provides  the  flexibility  to  adjust  the  U.Fund  in  order  to  maximize  return 
potential  under  a  variety  of  market  conditions  over  the  short  and  long  term. 

Fidelity's  Age-Based  Asset  Allocation  Strategy 

To  effectively  manage  risk,  the  U.Fund  is  composed  of  eight  mutual  fund  portfolios  generally 
comprised  of  stock,  bond,  and  money  market  funds.  Each  portfolio  is  designed  for  a  specific  age 
range.  Upon  enrollment  in  the  U.Fund,  your  beneficiar)'  is  automatically  assigned  to  a  portfolio 
based  on  date  of  birth.  The  asset  allocation  of  this  portfolio  will  change  systematically  over  time. 


10  Year  Old  "I 

33%  Bond 


13  Year  Old 


63%  Equity 


4%  Short-Term 
Bond  and  Money 
Market 


50%  Equity 


40%  Bond 

10%  Short-Term 
Bond  and  Money 
Market 


\2  16  Year  Old  ^  College  Student 

.  50%  Bond  *    ^^40%  Bond 

BhHT''^"*^^  Equity  ^^^^-^^Smi 

^^^M  25%  Short-Term  40%  Short-Term 

25%  Equity     ^^^H  Bond  and  Money  Bond  and  Money 

Market  ^^^^^  Market 


This  example  illustrates  the  gradual  shift  in  asset  allocation  over  an  18-year  period  for  a  newborn  child 
enrolled  in  the  U.Fund. 

The  newborn  child's  account  will  be  invested  in  a  portfolio  that  holds  a  higher  percentage  of  equity-based 
mutual  funds.  As  the  child  approaches  college  age  (date  of  birth  plus  18  years),  the  investment  gradually 
shifts  to  a  more  conservative  allocation.  This  gradual  shift  enables  the  participant,  who  can  tolerate  some 
short-term  volatility,  to  pursue  the  advantages  of  the  equity  markets  over  the  long  term.  In  years  closer  to 
college  age,  the  asset  allocation  is  designed  to  be  less  volatile  in  order  to  better  preserve  capital. 

When  the  child  reaches  college  age,  the  portfolio  is  comprised  mostly  of  bond  and  money  market  funds. 
These  more  conservative  holdings  are  designed  to  protect  earnings  at  the  time  when  it  is  expected  that 
the  participant  will  be  withdrawing  money  to  pay  the  child's  higher  education  expenses. 


j  ■> 


Investment  Strategy 


Each  portfolio  of  the  U.Fund  will  invest  in  selected  Fidelity  mutual  funds,  including  those 
listed  on  this  page.  Your  investment  purchases  units  of  one  of  the  U. Fund's  eight 
portfolios  based  on  your  beneficiary's  age.  (You  cannot  invest  directly  in  these  mutual  funds 
through  the  U.Fund.) 

The  funds  listed  here  are  alphabetical  within  five  categories.  Historically,  international  equity 
funds  have  been  more  aggressive  than  domestic  equity  funds,  domestic  equity  funds  have 
been  more  aggressive  than  high-)aeld  fixed-income  funds,  and  so  forth. 

For  more  complete  information  on  the  U. Funds  portfolios,  please  refer  to  the  Fact  Kit. 


Asset  Class  and  Portfolio 


International  Equity  Funds' 

Fidelity  Diversified  International  Fund 

Fidelity  Overseas  Fund 

Fidelity  Blue  Chip  Growth  Fund 
Fidelity  Disciplined  Equity  Fund 

Fidelity  Equity-Income  II  Fund 
Fidelity  Fund 

Fidelity  Growth  &  Income  Portfolio 
Fidelity  Dividend  Growth  Fund 

Fidelity  OTC  Portfolio 
Spartan  Market  Index  Fund 

High  Yield  Fixed-Income  Funds 
Fidelity  Capital  &  Income  Fund' 

F----'  '   - 

Fidelity  Government  Income  Fund 

Fidelity  Intermediate  Bond  Fund 

Fidelity  Investment  Grade  Bond  Fund 


Investment  Objective 


Long-term  growth  of  capital 
Long-term  growth  of  capital 


Long-term  capital  appreciation 
Long-term  growth  of  capital 

Reasonable  income  with  capital  appreciation 
Long-term  capital  growth  with  current  income 
High  total  return  through  current  income  and  capital  appreciation 
Capital  appreciation 

Long-term  capital  appreciation 

Investment  results  that  correspond  to  the  total  return  of  common 
stocks  publicly  traded  in  the  U.S. 


Income  and  capital  growth 

High  current  income 
High  current  income 
High  current  income 


Short-Term  Bond  and  Money  Market  Funds 

Fidelity  Daily  Income  Trust"  Income  while  maintaining  a  stable  $1 .00  share  price 


Fidelity  Short-Term  Bond  Fund 


High  current  income  with  preservation  of  capital 


Primary  Investments 


Equity  securities  of  companies  located  anywhere  outside  of  the  U.S. 
Securities  of  issuers  whose  principal  activities  are  outside  of  the  U.S. 

Common  stock  of  well-known  and  established  companies 

Diversified  portfolio  of  common  stocks  that  management  determines  through  both 
technical  and  fundamental  analysis  to  be  undervalued  compared  to  industry  norms 

Income-producing  equity  securities 

Common  stocks  and  securities  convertible  to  common  stocks 
Domestic  and  foreign  equity  securities 

Companies  that  have  the  potential  for  increasing  their  dividends  or  for  commencing 
dividend  payments,  if  none  are  currently  paid 

Equity  securities  traded  on  the  over-the-counter  market 

Companies  that  compose  the  Standard  &  Poor's  500  Composite  Stock  Price  Index 


Debt  instruments  and  common  and  preferred  stocks  with  an 
emphasis  on  lower-quality  debt  securities 


Primarily  U.S.  government  and  government  agency  securities 
Investment-grade  debt  securities 
Investment-grade  debt  securities 

High-quality,  short-term  domestic  money  market  securities 
Investment-grade  debt  securities 


There  is  no  guarantee  that 
any  investment  portfolio 
will  achieve  its  investment 
objective.  Your  value 
invested  in  the  U.Fund  will 
vary,  and  you  may  have  a 
gain  or  a  loss  when  money 
is  withdrawn. 

^Foreign  investments  involve 
greater  risk  than  U.S. 
investments,  including 
political  development  and 
currency  fluctuations. 

'The  fund  may  invest  in 
lower-quality  debt  securities, 
which  generally  offer 
higher  yields  but  also  carry 
more  risk. 

'°An  investment  in  the  fund 
is  neither  insured  nor 
guaranteed  by  the 
Federal  Deposit  Insurance 
Corporation  or  any  other 
U.S.  government  agency. 
Although  a  money  market 
fund  strives  to  preserve  the 
value  of  your  investment  at 
$1  per  share,  it  is  possible 
to  lose  money  by  investing 
in  a  money  market  fund. 
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Developing  Your  College  Investing  Plan 


For  the  past  5  years,  the  average  cost  of  college  has  risen  nationally  at  a  rate  of  about  5%  per 
year,  consistently  outpacing  the  rate  of  overall  inflation."  If  current  trends  continue,  it  is 
possible  the  average  cost  for  a  child  entering  college  in  18  years  may  be  more  than  $210,000 
for  a  four-year  private  institution  and  as  much  as  $85,000  for  a  four-year  public  institution. 

However,  starting  early  and  investing  regularly  in  tax-advantaged  instruments  may  give  you  a 
chance  of  beating  college  inflation  and  providing  for  your  beneficiary's  future  education  goals. 


Rising  Cost  of  U.S.  Colleges 


$250,000 


0         2         4         6         8        10        12        14        16  18 

Years  to  College 


"Graph  assumes  cost  of  college  growing  at  5%  each  year  College  inflation  rate  based  on 
information  as  of  9/98  from  The  College  Board,  a  non-profit  scholastic  sen/ice  association  of 
high  schools  and  colleges.  Average  annual  cost  for  a  four-year  private  college  in  the  U.S.  is 
$20,940  and  $8,435  for  a  four-year  public  college.  These  costs  include  tuition,  fees,  books, 
room  and  board. 


Financing  a  College  Education 


Families  typically  approach  the  cost  of  higher  education  in  several  ways.  Some  college 
expenses  can  be  paid  from  current  income  during  the  years  of  enrollment.  However,  some 
families  need  to  spread  out  college  costs  over  a  longer  period  of  time  and  accomplish  this  by 
borrowmg  money  to  pay  for  college  expenses.  While  educational  loans  can  be  helpful,  they 
also  increase  the  overall  cost  of  paying  for  college. 

One  of  the  best  ways  for  families  to  pay  for  college  is  through  saving  well  in  advance  of 
college  enrollment.  Accumulated  savings  can  reduce  the  cost  burden  during  the  college 
years,  and  reduce  the  need  for  borrowing  to  cover  education  expenses.  As  illustrated  in 
the  chart  on  page  14,  the  earlier  regular  saving  begins,  the  more  impact  it  can  have  on 
minimizing  future  college  costs. 

To  determine  how  much  you  need  to  save,  you'll  need  to  consider  several  factors,  mcluding: 

•  Whether  you  expect  your  beneficiary  will  attend  public  or  private  college,  and  whether 
he  or  she  will  attend  a  two-year  or  a  four-year  program; 

•  The  number  of  years  you  have  until  he  or  she  enrolls; 

•  The  rate  at  which  college  costs  are  expected  to  grow; 

•  The  amount  you  may  have  saved  already. 

The  most  important  thing  is  to  begin  saving,  regardless  of  the  amount.  Remember:  regular 
investing,  even  in  small  amounts,  can  add  up  to  a  significant  sum  over  time.  See  the  chart 
on  the  next  page  for  an  illustration. 

For  a  more  detailed  estimate  of  how  much  to  save  to  meet  your  goal,  visit  the  college  cost 
calculator  at  www.fideUty.com/ufund. 


Regular  Investments  Can  Add  Up  Over  Time 


By  investing  even  a  small  amount  on  a  regular  basis,  you  can 
accumulate  a  significant  amount  in  a  college  fund. 


Monthly 

Investment 


S  Years 


$100 


$300 


$500 


10  Years 


15  Years 


S7,294  518,012  1^3376^^, 
■^^$21^8^^ 

536,472 

V  SI  68,803 


20  Years 


S5 1,900 


$170,700 


$284,500 


This  hypothetical  example  illustrates  the  future  value  of  different  regular  monthly  investments 
for  different  periods  of  time  and  assumes  an  annual  effective  investment  return  of  8%.  This 
does  not  reflect  an  actual  investment  in  the  U.Fund  and  does  not  reflect  any  taxes.  Unit  price 
and  return  will  vary,  and  different  investments  may  perform  better  or  worse  than  this  example. 
Periodic  investment  plans  do  not  assure  a  profit  and  do  not  protect  against  a  loss  in  a 
declining  market. 

How  Dollar  Cost  Averaging  Can  Help  College  Investors 

By  investing  regularly  in  the  U.Fund,  you  may  also  benefit  from  "dollar  cost  averaging."  With 
dollar  cost  averaging,  you  invest  the  same  dollar  amount  on  a  regular  basis  rather  than  trying 
to  time  the  market.  So  you  end  up  buying  fewer  units  when  the  price  per  unit  is  high  and 
more  units  when  the  price  per  unit  is  low.  For  this  strategy  to  be  effective  you  must  consider 
your  ability  to  purchase  units  in  both  up  and  down  markets. 


How  does  the  U.Fund  compare  to  a  UGMA/UTMA? 

Another  type  of  account  commonly  used  to  save  for  college  is  the 
Uniform  Gift  (or  Trust)  to  Minors  Act.  This  chart  shows  the  key 
differences  between  a  UGMA/UTMA  and  the  U.Fund. 

U.Fund  College  Investing  Plan 

The  money  is  intended  to  be  used  for 
qualified  higher  education  expenses. 
If  not  used  for  those  expenses,  it  will 
be  subject  to  the  participant's  tax  rate 
(usually  higher  than  the  child's)  and  a 
10%  penalty. 

UGMA/UTMA 

The  money  does  not  have  to  be  used 
for  college.  However,  it  must  be  used 
for  the  benefit  of  the  child. 

The  participant  (donor)  maintains 
control  over  any  withdrawals  from 
the  account,  regardless  of  the 
beneficiary's  age. 

After  the  age  of  majority,  the 
beneficiary  assumes  control  of  the 
assets  and  can  make  withdrawals  for 
any  reason. 

The  participant  may  withdraw  the 
money  for  any  reason.  However, 
withdrawals  not  used  for  qualified 
higher  education  expenses  will  be 
taxed  as  income  to  the  participant, 
and  may  be  subject  to  a  10%  penalty. 

The  participant  may  not  withdraw 
the  money,  except  for  expenses  that 
benefit  the  child.  It  is  an  irrevocable 
gift  to  the  child. 

The  beneficiary  can  be  changed  to 

a  family  member  of  the  original 
beneficiary  penalty  free. 

Beneficiary  may  not  be  changed.  It  is 

an  irrevocable  gift  to  the  child. 

Investment  strategy  is  set  by  MEFA 

and  Fidelity  Investments  (see  p.  10). 
The  participant  may  not  direct  the 
investments. 

The  custodian  may  decide  how  the 
money  is  invested. 

Contributions  must  be  made  in  cash. 

Contributions  may  be  made  in  cash  or 
securities. 

No  taxes  are  due  while  the  money  is 
accumulating.  When  withdrawn  for 
qualified  higher  education  expenses, 
earnings  are  taxed  as  ordinary  income 
to  the  beneficiary. 

If  the  child's  income  (including  invest- 
ment earnings)  exceeds  $700,  income 
must  be  filed  on  parent's  or  child's 
tax  return. 

The  account  is  not  included  in  the 
participant's  estate,  in  the  event  of  the 
participant's  death. 

However,  if  the  participant  makes  a  gift 
of  more  than  $1 0,000  in  one  year  and 
elects  to  prorate  the  gift  over  5  years, 
the  portion  of  the  gift  allocable  to  the 
years  remaining  in  the  five  year  period 
would  be  includable  in  the  participant's 
estate,  in  the  event  he  or  she  dies 
before  the  end  of  the  5  year  period. 

If  the  donor  acts  as  the  custodian  of 
the  account,  the  value  of  the  account 
will  be  included  in  the  donor's  estate 
in  the  event  of  the  donor's  death. 

Getting  Started:  Four  Easy  Steps 


1.  Carefully  read  the  brochure  and  the  accompanying  Fact  Kit,  Participation 
Agreement,  and  brokerage  account  Customer  Agreement. 

2.  Complete  the  enclosed  brokerage  account  Application. 

If  you  wish  to  sign  up  for  regular  Investing,  complete  the  Fidelity  Automatic  Account 
Builder®  (FAAB)  section.  You  can  get  started  for  as  little  as  $50  per  month  or  $150  per 
quarter.  The  $30  annual  fee  is  waived  for  U.Fund  accounts  that  use  FAAB. 

3.  Send  in  a  check  for  your  initial  purchase. 

You  can  send  in  a  check  for  as  little  as  $50  per  month  if  you  use  it  to  sign  up  for  FAAB. 
Otherwise,  a  minimum  initial  investment  of  $1,000  is  required  to  set  up  your  U.Fund 
account.* 

H.  If  you  wish,  transfer  proceeds  from  other  Fidelity  investments  or  mutual  funds. 

If  you  are  a  Fidelity  customer,  you  may  liquidate  your  assets  from  other  investments  you 
hold  at  Fidelity  and  transfer  the  proceeds  into  your  U.Fund  account.  Keep  in  mind, 
however,  that  if  you  sell  indi\idual  securities  or  mutual  fund  shares,  you  may  have  to 
pay  taxes  on  any  capital  gams  and  you  may  want  to  consult  your  tax  ad\isor  before 
doing  so.  Also,  please  remember  that  federal  law  prohibits  you  from  directing  your 
own  investments  in  the  U.Fund. 

If  you  have  any  questions  about  the  U.Fund  or  would  like  help  setting  up  an  account, 
please  call  1-800-544-2776  to  speak  with  a  dedicated  U.Fund  representative  at  FideUty, 
or  visit  www.fidelity.com/ufund. 


If  you  can't  meet  the  minimum  of  $50  per  month  or  $1,000  initial  contribution,  there  are 
several  alternatives  that  may  better  suit  your  needs.  The  Education  IRA  and  MEFA's  U.PIan 
prepaid  tuition  program  both  have  lower  minimums  and  offer  federal  tax  exemption  (and 
state  tax  exemption  to  MA  residents).  Or  if  access  to  your  funds  without  delay  or  penalty 
is  critical,  just  saving  in  your  name  in  a  money  market  or  bank  account  may  be  the  answer. 


MEF^ 


M,iss;icliiist.'tts  Hi.liiLMiii>n;i 
Fin;incin<i  Aiitlinrity 


At  the  request  of  Massachusetts  colleges  and 
universities,  the  Massachusetts  Educational  Financing 
Authority  (MEFA)  was  established  in  1982  under 
Massachusetts  General  Laws  "to  assist  borrowers 
and  institutions  for  higher  education  in  the  financing 
and  refinancing  of  the  cost  of  education"  and  to 
increase  the  "commerce,  welfare,  and  prosperity" 
of  the  people  of  the  Commonwealth.  Subsequent 
legislation  directed  MEFA  to  establish  college 
savings  programs. 

MEFA's  mission  is  to  promote  the  economic 
development  of  the  higher  education  industry 
through  low-cost  financing  alternatives,  structured 
college  savings  programs,  and  by  providing  college 
financing  expertise  to  students,  families,  colleges 
and  universities. 

MEFA's  programs  include: 

•  The  U.Fund  College  Investing  Plan,  offered  by 
MEFA  and  managed  by  Fidelity  Investments, 
enables  families  to  invest  for  qualified  higher 
education  expenses  through  a  selected  portfolio 
of  professionally  managed  mutual  funds. 


•  The  U.PIan,  the  Commonwealth's  prepaid  tuition 
program  which  enables  families  to  lock  in  tomorrow's 
tuition  at  today's  rates  at  over  80  Massachusetts 
colleges  and  universities. 

•  The  MEFA  Loan,  one  of  the  nation's  lowest  cost 
college  loan  programs,  assisting  families  of 
undergraduate  and  graduate  students  from  all 
states  attending  Massachusetts  colleges  and 
universities  (as  well  as  Massachusetts  residents 
attending  any  college  in  the  country). 

•  Public  Service  Outreach,  including  free 
educational  seminars  on  saving  for  and  financing 
a  college  education  for  parents  and  students 
across  Massachusetts. 

•  Professional  Outreach,  including  instructional 
seminars  to  guidance  counselors,  admissions  and 
financial  aid  professionals  and  financial  planners 
on  college  financing  and  financial  aid, 

In  its  17-year  history,  MEFA  has  issued  over  $1  billion 
in  bonds  and  assisted  over  94,000  families  in  financing 
a  college  education. 
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